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PEEFACE. 


This  book  is  the  joint  production  of  my  brother  and 
myself.  For  many  years  ,we  have  taken  part,  often  in 
close  association,  in  the  Government  of  India,  and  it 
would  be  a  false  affectation  of  humility  to  profess 
that  this  part  has  not  been  an  important  one.  There  is 
hardly  a  great  office  of  the  State,  from  that  of  Lieu- 
tenant-Governor or  Member  of  Council  downwards, 
which  one  or  other  of  us  has  not  held,  and  there  is 
hardly  a  great  department  of  tlie  administration  for  the 
management  of  which,  at  some  time,  one  or  other  of 
us  has  not  been  responsible.  If  we  have  not  gained 
wisdom,  we  have  at  least  had  rare  opportunities  for 
obtaining  knowledge  and  experience. 

We  have  written  this  book  in  the  hope  that  what- 
ever hght  we  can  throw  on  the  origin  and  operation  of 
the  important  financial  measures  adopted  in  British 
Lidia  during  the  last  ten  or  twelve  years,  may  be 
useful  to  those  who  follow  us  in  its  government. 
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When  a  man  has  been  constantly,  through  a  long 
series  of  years,  writing  and  speaking  on  subjects  like 
these,  there  must  be  much  about  which  he  can  say 
nothing  new.  Strings  of  quotations  from  one's  own 
speeches  and  minutes  and  reports  do  not  look  pleasant, 
and  therefore  the  authors  have  not  scrupled  to  repeat 
without  acknowledgment,  and  with  as  little  or  as  much 
change  of  expression  as  seemed  desirable,  anything 
which  they  have  said  in  the  past,  and  which  they 
cannot  say  better  now.  As  Mr.  John  Morley  has 
observed,  in  somewliat  similar  circumstances,  '  these 
borrowings  from  my  former  self  the  reader  will  per- 
haps be  willing  to  excuse,  on  the  old  Greek  principle, 
that  a  man  may  once  say  a  thing  as  he  would  have  it 
said,  8I9  8c  ovk  ivhexerai — he  may  not  say  it  twice.' 

It  is  not  worth  while  to  attempt  to  explain  the 
shares  in  this  book  which  belong  respectively  to  my 
brother  and  to  myself.  The  opinions  we  hold  on  the 
subjects  discussed  are  so  much  in  unison,  and  have 
been  so  constantly  formed  in  close  personal  communi- 
cation, that  for  our  own  part  distinctions  are  super- 
fluous. When  the  first  person  is  used,  it  may  mean 
either  the  one  or  the  other  of  the  authors. 

We  feel  that  this  work,  treating  as  it  does  only  of 
matters  directly  connected  with  the  finances  and  pubhc 
works  of  India,  is  necessarily  incomplete.  The  progress 
made  in  the  last  twenty  years  is  not  confined  to  the 
improvement  of  the  financial  administration,  and  to  the 
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construction  of  the  great  public  works  by  which  the 
material  interests  of  the  country  have  been  so  largely 
promoted  ;  it  is  seen  in  every  branch  of  the  administra- 
tion, and  in  the  whole  condition  of  the  people,  and 
these  beneficial  changes  are  so  intimately  bound  up 
with  one  another,  that  a  book  which  contains,  so  to 
speak,  only  a  single  chapter  of  a  most  remarkable 
history,  can  give  no  adequate  representation  even  of 
those  facts  with  which  it  immediately  deals. 

Besides  the  reforms  more  particularly  described  in 
this  book,  which  have  served  to  hghten  the  burdens 
pressing  upon  the  people,  to  give  them  greater  means 
of  material  progress,  new  markets  for  their  produce, 
cheaper  salt  and  cheaper  clothing,  the  country  has  at 
the  same  time  obtained  better  laws  and  better  ad- 
ministration :  a  first  step  has  been  taken  by  the  State  in 
recognising  its  duties  towards  agriculture,  the  most 
important  of  Indian  industries  ;  municipal  institutions 
have  been  created,  the  foundations  of  a  true  national 
education  have  been  laid,  the  health  and  comfort  of 
our  soldiers  has  been  greatly  promoted,  and  improve- 
ments made  in  a  hundred  other  matters.  A  complete 
history  of  recent  Indian  progress  remains  to  be  written. 

Such  a  history  would  contain  the  record  of  the 
work  in  which  Englishmen  in  India  have  been  the 
greatest.  Viceroys,  governors,  and  councillors  have 
done  much,  but  soldiers  and  civilians,  whose  names 
have  hardly  been  heard   in  England,  have  done  more 
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in  silently  building  up  the  splendid  fabric  of  our  eastern 
empire.  The  every-day  work  of  administration  is  that 
whereby  the  real  foundations  of  our  power  are  main 
tained  and  strengthened,  and  the  well-being  of  the 
country  is  secured.  It  is,  indeed,  the  part  of  an  Indian 
officiars  life  to  which  even  those  who,  like  ourselves, 
have  been  actively  concerned  in  the  central  govern- 
ment, commonly  look  back  with  the  greatest  interest ; 
and  they,  whose  lives  have  been  spent  in  the  daily 
discharge  of  these  duties  among  the  people,  may  fairly 
claim  to  be  associated  with  the  great  results  to  which 
their  hardly  recognised  labours  have  contributed.  The 
authors  of  this  book  may  be  forgiven  if  they  take  some 
pride  in  adding  that  they  themselves  belong  to  the 
third  generation  of  their  family  whose  Uves  have  been 
devoted  to  working  for  great  objects  in  this  magnifi- 
cent country. 

That  I  have  been  able  to  do  something  in  pre- 
serving for  future  generations  great  works  of  art,  like 
the  Tdj  and  the  tomb  of  Akbar,  I  may  reckon  as  a 
l)er8onal  satisfaction,  and  not  among  the  least  of 
those  to  which  I  can  look  back  in  my  career. 

In  writing  the  following  pages  it  has  been  our 
desire  to  assume  as  far  as  possible  an  impersonal  atti- 
tude, and  to  avoid  expressions  of  praise  or  blame,  liut 
it  would  be  inconsistent  with  what  is  due  to  I  he 
memories  of  I^rd  Lawrence  and  Loixl  Mayo,  not  to 
record  in  emphatic  language  our  deep  sense  of  what 


PREFACB.  XI 

India  owes  to  these  statesmen  for  their  share  in  intro- 
ducing the  chief  measures  of  which  this  volume  is 
designed  to  supply  the  history — namely,  the  prosecution 
of  irrigation  works  and  railways  with  borrowed  funds, 
the  decentralisation  of  the  financial  administration,  the 
establishment  of  true  Provincial  responsibility,  and  the 
equalisation  of  the  Salt  duties.  Those  only  who  know 
how  heavy  is  the  burden  placed  on  the  Viceroy  of 
India  will  properly  appreciate  the  great  results  pro- 
duced in  Lord  Mayo's  too  short  tenure  of  office.  And 
with  these  names  must  be  associated  that  of  Lord 
Lytton,  to  whom  India  is  greatly  indebted  for  the 
further  development  of  these  measures,  and  for  having 
taken  the  first  steps  towards  introducing  a  policy  of 
complete  free  trade. 

One  further  acknowledgment  has  to  be  made.  This 
work  would  not  have  been  undertaken  if  Mr.  Chapman, 
lately  Secretary  to  the  Government  of  India  in  tlie 
Department  of  Finance  and  Commerce,  had  not  given 
me  his  active  co-operation  and  help  in  the  preparation  ' 
of  its  materials.  Without  this  some  of  the  chapters 
could  hardly  have  been  written.  The  book  is,  I  hope, 
a  record  of  progress,  and  no  one  deserves  lionour  for 
that  progress  more  than  Mr.  Chapman.  He  has  done 
so  mucli,  during  the  last  ten  years,  to  render  the 
financial  administration  more  enlightened,  progressive, 
and  efficient,  that  he  may  almost  be  said  to  have 
created   it ;    and    there   is   hardly   one   of    the    great 
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measures  described  in  this  book,  with  which  I  have 
been  personally  concerned,  to  the  successful  prosecution 
of  which  he  has  not  largely  contributed. 

The  authors  have  also  received  from  Mr.  George 
Batten  much  assistance  in  the  revision  of  the  book, 
and  many  valuable  suggestions  for  its  improvement. 


JOHN  STRACHEY. 


Villa  Spinola,  Florencb, 
October,  1881. 
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CHAPTER  I. 

INTRODUCTORY. 

HAKGBB  nr  INDIA  IS  VECEST  TSAB8 — BBMAin)  FOB  ADKINTSTBATIYB 
MATERIAL  IMPBOTEMEirCS — ^EXPAKSION  OF  BEVJfiRUJH  AlVB  BXPEIT- 
RB — 6B0WTH  OF  IMPORT  AKB  BXPORT  TRADE— OUTLAY  OK  BAIL- 
i  AITD  IRRIGATIOK  WORKS — OXNERAL  PROORESS  OF  THB  COUHTRT  TIT 
:<TH  AND  GOOD  GOYERmOEirT. 

hanges  which  India  has  undergone  during  the 
irty  or  forty  years  have  been  so  great,  that  it  is 
iery  difficult  to  deduce  useful  inferences  from  the 
rison  of  its  present  and  past  condition.  This  is 
lily  true  in  regard  to  matters  of  finance, 
raparisons  between  the  revenue,  the  expenditure, 
bt,  or  the  trade  of  India  now  and  India  as  she  was, 
1  highly  interesting  in  some  points  of  view,  have 
inancial  significance,  so  numerous  and  profound 
•een  the  changes  in  the  condition  of  the  country, 
ilable  resources,  and  its  requirements  for  necessary 
strative  and  material  progress, 
e  territorial  extension  of  the  Empire  during  the 
•ty  years  has  been  enormous.  Five  great  pro- 
have  been  added  to  it,  with  an  area  almost  equal 
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to  that  of  France  and  the  German  Empire  put  to- 
gether, and  with  a  population  of  more  than  forty 
millions.  This  fact  is  alone  sufficient  to  show  how 
easily  we  may  be  misled  by  general  comparisons  ;  but 
other  changes  still  more  important  have  occurred,  and 
they  have  been  hardly  less  remarkable  in  the  older  pro* 
vinces  than  in  the  new. 

Forty  years  ago  there  was  in  India,  comparatively 
speaking,  little  of  what  we  now  think  the  first  neces- 
sities of  a  civilised  administration.  When  I  went  from 
Calcutta  to  my  first  station  in  the  North-Western 
Provinces,  I  was  carried  about  a  thousand  miles  in  a 
box — for  a  palanquin  is  nothing  better — on  men's 
shoulders,  and  it  took  some  three  weeks  to  toil  through 
a  journey  which  is  now  accompUshed  in  two  days; 
there  were  no  other  means  of  travelling  through  the 
richest  and  most  civilised  parts  of  India.  Speaking 
generally,  roads  and  bridges  had  only  b^un  to  appev ; 
railways  were  not  thought  of;  the  value  of  irrigation  ai 
a  means  of  affording  protection  to  the  people  from  de- 
struction by  famine  had  hardly  been  recognised ;  there 
were  few  barracks  in  which  English  soldiers  could  Kvf 
with  tolerable  health  and  comfort ;  there  were  few  jafli 
in  which  a  sentence  of  imprisonment  did  not  carry  with 
it  a  serious  probabiUty  that  it  would  prove  a  sentence  of 
death. 

But  the  country  at  that  time  was  entering  on  a  phase 
of  rapid  change.  The  energies  of  the  Government  and  iti 
officers,  wliich  had  at  first  been  unable  to  do  more  thai 
secure  the  bare  existence  of  British  power  in  India^  by 
degrees  rendered  that  power  paramount.  Then  they  wew 
applied  to  its  consohdution,  and  to  the  evolution  of  8 
organised  system  of  administration  out  of  the  chaof 
l)equeathed  to  us  by  the  old  rulers  of  the  country.     Tliaj 
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firm  establiBhment  of  order  was  followed  by  improvements 
in  all  directions.  A  vigorous  impulse  was  given  to 
material  progress,  and  among  the  most  active  causes  of 
the  great  changes  which  were  beginning  must  be  ranked 
the  introduction  of  new  and  rapid  means  of  communi- 
cation. These  not  only  directly  developed  the  resources 
of  the  country,  increased  the  wealth  of  the  people,  and 
profoundly  altered  the  conditions  of  life,  but  they  stimu- 
lated the  vitahty  of  every  branch  of  the  administration  ; 
they  brought  the  various  provinces  of  the  Empire  closer 
together,  and  England  closer  to  India  ;  EngUsh  influence 
became  stronger  and  stronger,  and  all  classes  set  before 
themselves  new  and  higher  standards,  as  they  were 
more  frequently  and  immediately  brought  into  contact 
with  European  habits  and  civiUsation. 

Even  before  the  mutinies  of  1857  this  process 
of  change  had  made  great  progress.  After  that 
revolution,  which  for  a  time  nearly  swept  away  our 
Government  through  a  large  part  of  India,  the  change 
went  on  with  enormously  accelerated  speed.  Thou- 
sands of  Englishmen,  not  only  soldiers,  but  Englishmen 
of  almost  every  class,  poured  into  India.  Ten  thou- 
sand things  were  demanded  which  India  had  not  got, 
but  which  it  was  felt  must  be  provided.  The  country 
must  be  covered  with  railways  and  telegraphs,  and  roads 
and  bridges.  Irrigation  canals  must  be  made  to  preserve 
the  people  from  starvation.  Barracks  must  be  built 
for  a  great  European  army,  and  every  sort  of  sanitary 
arrangement  which  could  benefit  the  troops  must  be 
carried  out,  for  we  did  not  choose  to  let  our  soldiers  go 
on  djring  like  sheep  in  the  old  fashion.  In  fact,  the 
whole  paraphemaUa  of  a  great  civilised  administration, 
according  to  the  modem  notions  of  what  that  means, 
had  to  be  provided. 
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This  was  true  not  only  in  r^ard  to  matters  of 
imperial  concern.  Demands  for  improvement,  similar 
to  those  which  fell  upon  the  central  Oovemment, 
cropped  up  in  every  city  and  in  every  district  of  the 
country. 

Compare,  for  instance,  what  Calcutta  was  twenty 
years  ago,  and  what  it  is  now.  This  city,  the  capital 
of  British  India,  supplies  an  excellent  type  of  what 
has  been  everywhere  going  on.  The  filth  of  the  city 
used  to  rot  away  in  the  midst  of  the  population  in 
horrible  pestilential  ditches,  or  was  thrown  into  the 
Hooghly,  there  to  float  backwards  and  forwards  with 
every  change  of  tide.  To  nine- tenths  of  the  inhabitants 
clean  water  was  unknown.  They  drank  either  the  filthy 
water  of  the  river,  polluted  with  every  conceivable 
abomination,  or  the  still  filthier  contents  of  the  shallow 
tanks.  The  river,  which  was  the  main  source  of  supply 
to  thousands  of  people,  was  not  only  the  receptacle  for 
ordinary  filth ;  it  was  the  great  graveyard  of  the  city. 
I  forget  how  many  thousand  corpses  were  thrown  into 
it  every  year.  I  forget  how  many  hundred  corpses 
were  thrown  into  it  fi'om  the  Government  hospitals  and 
jails,  for  these  practices  were  by  no  means  confined  to 
the  poor  and  ignorant ;  they  were  followed  or  allowed, 
as  a  matter  of  course,  by  the  officers  of  the  Govern- 
ment and  of  the  municipaUty.  I  remember  the  sights 
which  were  to  be  seen  in  Calcutta  in  those  days,  in  the 
hospitals,  and  jails,  and  markets,  and  slaughterhouses, 
and  pubUc  streets.  The  place  was  declared,  in  official 
reports  by  the  Sanitary  Commission  in  1864,  in  lan- 
guage which  was  not,  and  could  not  be,  stronger  than 
the  truth  required,  to  be  hardly  fit  for  civilised  men  to 
live  in.  There  are  now  few  cities  in  Europe  with  which 
the  better  quarters  of  Calcutta  need  fear  compariBODt 
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and  there  is  hardly  a  city  in  the  world  which  has  made 
more  extraordinary  progress. 

I  do  not  mean  to  say  that  Indian  cities  generally 
were  so  bad  as  Calcutta.  This  was  far  from  being  the 
case,  but  Calcutta  affords,  not  the  less,  a  good  illustra- 
tion of  what  has  been  and  still  is  going  on  in  India. 
Illustrations  of  the  same  sort  might  easily  be  multiplied. 
Fifteen  years  ago,  for  instance,  in  the  great  city  of 
Bangoon,  containing  more  than  100,000  people,  with 
half  a  million  tons  of  shipping,  there  was  not  a  single 
public  lamp,  no  supply  of  wholesome  water,  not  a 
single  drain  except  the  surface  drains  at  the  sides  of 
the  streets,  and  no  means  of  removing  the  night-soil 
and  filth  out  of  the  town.  About  the  same  time,  the 
Eoyal  Commission  for  inquiring  into  the  sanitary  state 
of  the  army  in  India  declared  that  thousands  of  the 
lives  of  our  soldiers  had  been  and  were  still  being 
sacrificed  in  consequence  of  bad  and  insufficient  bar- 
rack accommodation,  and  neglect  of  every  sanitary  pre- 
caution. So  again,  the  Government  was  told,  and  in 
many  parts  of  India  it  was  certainly  true,  that,  in  con- 
sequence of  the  insufficiency  of  jail  accommodation,  the 
prisoners  were  dying  at  a  rate  frightful  to  think  of,  and 
that  the  necessary  proceedings  of  the  courts  of  justice 
involved  consequences  repugnant  to  humanity. 

Thus  arose  demands  for  the  requirements  of  civilised 
life  and  of  modern  administration,  which  had  to  be  pro- 
vided, and  to  a  great  extent  for  the  first  time,  within 
the  space  of  a  few  years.  This  was  true  not  only  of  ma- 
terial appUances,  of  roads,  and  railways,  and  canals,  and 
barracks,  and  city  improvements,  and  so  forth  ;  for  the 
demand  for  improved  administration  became  so  strong, 
that  it  is  not  too  much  to  say  that  the  whole  of  the  public 
services  have  been  reorganised.     Thus,  for  example,  the 
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police,  which  was  in  a  shameful  condition  throughout 
India,  has  been  placed  on  a  completely  new  footing.  The 
changes  in  the  judicial  service,  and  in  the  laws  which  it  ad- 
ministers, have  been  as  great ;  Lord  Lawrence,  when  he 
was  Viceroy,  declared  that  the  inadequacy  of  the  pay 
given  to  the  native  judges,  and  to  the  chief  ministerial 
officers  of  the  courts,  was  a  pubUc  scandal ;  many  of 
these  officers  receiving  salaries  less  than  the  wages 
earned  in  most  parts  of  India  by  the  better  class  of 
bricklayers  and  carpenters.  No  honest  or  satisfactory 
administration  of  justice  was,  under  such  conditions, 
possible. 

The  demands  for  every  sort  of  pubUc  improvement, 
moral  and  material,  which  thus  sprung  up,  could  not  be 
resisted.  Whatever  might  be  the  cost,  remedies  had  to 
be  provided  in  the  most  complete  way,  and  in  the  shortest 
time  possible.  There  were  doubtless  those  who  thought 
and  said  that  as  these  demands  involved  the  expenditure 
of  miUions,  compUance  with  them  was  impracticable  or 
would  be  ruinous.  Happily  tlie  Government  of  India 
decided  otherwise. 

It  might  perhaps  have  been  better,  in  regard  to  some 
of  the  reforms  which  have  been  carried  out,  if  the 
work  of  improvement  had  been  more  gradual.  But  the 
fault  has  been  on  the  right  side.  A  greater  or  more 
admirable  work  was  never  conceived  in  any  country 
than  that  which  has  been  undertaken,  and  in  a  great 
d^ree  accomplished,  by  EngUshmen  in  India  during  the 
last  twenty-five  years,  and  which  is  still  going  on.  That 
mistakes  should  have  been  made  in  dealing  with  a 
country  as  large  and  as  populous  as  the  whole  of  civilised 
Europe  was  inevitable,  and  no  doubt  money  has  sometimes 
been  needlessly  or  wastefuUy  expended.  Nevertheless, 
the  work  has  been  excellently  done,  and  with  this  further 


IIAGiriTUDB  OF  WOEK  ACCOMPLISHED.  7 

merit,  that  there  has  been  Uttle  talk  about  it.  For  all 
this  the  credit  is  not  due  to  the  initiative  of  the  Govern- 
ment alone.  India  has  indeed  been  fortunate  in  her 
Viceroys,  but  still  more  fortunate  in  the  possession  of  a 
most  admirable  and  hardworking  body  of  pubhc  servants, 
to  whose  intelligence,  devotion  to  their  duties,  and  self- 
sacrifice,  the  results  actually  obtained  are  greatly  due. 

The  magnitude  of  the  work  that  has  been  accom- 
plished is  extraordinary.  The  England  of  Queen  Anne 
was  hardly  more  different  from  the  England  of  to-day, 
than  the  India  of  Lord  Ellenborough  from  the  India 
of  Lord  Sipon.  The  country  has  been  covered  with 
roads,  her  almost  impassable  rivers  have  been  bridged, 
9,000  miles  of  railway  and  20,000  miles  of  tele- 
graph lines  have  been  constructed,  8,000,000  acres 
of  land  have  been  irrigated,  and  we  have  spent  on 
these  works,  in  little  more  than  twenty  years,  some 
150,000,000/.  Our  soldiers'  barracks  are  now  beyond 
comparison  the  finest  in  the  world  ;  quarters  wliich 
twenty  years  ago  had  a  reputation  Uttle  better  than 
that  of  pest-houses  are  now  among  the  healthiest  in 
the  British  Empire,  and  the  rate  of  mortaUty  among 
the  troops  is  not  one-half  what  it  was.  The  improve- 
ment in  the  jails  and  in  the  health  of  the  prisoners  has 
been  hardly  less  remarkable.  The  cities  and  towns  are 
totally  different  places  from  what  they  were. 

Simultaneously  with  the  progress  of  all  these  and  a 
thousand  other  material  improvements,  with  the  in- 
crease of  trade,  the  creation  of  new  industries,  and  a 
vast  development  of  wealth,  there  has  gone  on  an  equally 
remarkable  change  in  every  branch  of  the  pubUc 
administration.  The  laws  have  been  codified,  and  im- 
proved, and  simplified,  until  they  have  become  the  ad- 
miration of  the  world.     The  courts  of  justice  and  the 
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police  have  been  revolutionised,  and,  however  far  they 
may  still  be  from  perfection,  India  has  obtained,  to  a 
degree  unheard  of  and  unthought  of  before,  protection 
for  life  and  property,  and  an  honest  administration  of 
justice.  All  over  India  we  have  been  building  schools, 
and  hospitals,  and  dispensaries.  The  natives  of  India  have 
been  admitted  to  a  far  larger  share  in  the  government 
of  their  own  country.  Municipal  institutions,  the  first 
practical  step  in  poUtical  education,  have  been  estab- 
lished in  aU  considerable  towns  in  British  India,  and 
more  than  12,000,000  of  people  Uve  within  their 
limits.  It  is  needless  to  continue  this  catalogue  of  the 
changes  that  have  taken  place ;  but  it  is  not  the  least 
remarkable  part  of  the  story  that  the  accomplishment 
of  all  this  work,  and  the  expenditure  of  all  this  money, 
which  have  increased  to  an  extent  absolutely  incal- 
culable the  wealth  and  comfort  of  the  people  of  India, 
have  added  nothing  to  the  actual  burden  of  their 
taxation. 

It  will  be  plain  that  in  the  circumstances  which 
have  been  described,  comparisons  between  the  statistics 
of  Indian  revenue  and  expenditure  at  the  present  time 
with  the  statistics  of  thirty  or  forty  years  ago  have 
little  financial  meaning,  but  they  will  illustrate  forcibly 
the  immense  change  which  has  taken  place  in  the  con- 
dition of  the  country  and  the  position  of  its  government. 
Thus,  for  instance,  the  gross  revenues  of  India,  which  were 
21,000,000/.  in  1840,  were  40,000,000/.  in  1860,  and 
65,000,000/.  in  1878.^  The  total  expenditure,  which  wis 
28,000,000/.  in  1840,  was  50,000,000/.  in  1860,  and 
68,000,000/.  in  1878.  The  public  debt  was  80,000,000/.  in 

*  Thete  and  the  figures  immediatelj  following  are  not  strictly  oompmbli^ 
becauae  many  changes  hare  been  made  in  the  system  of  accounta,  and  for 
other  reasons ;  but  for  my  piveent  purpose,  which  is  one  of  illustration  oolyi 
tbey  require  no  a>rrection. 
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1840, 90,000,000/.  in  1860,  andisnowl60,000,000/.  The 
increase  in  all  these  cases  has  been  enormous,  yet  it  would 
be  a  complete  mistake  to  suppose  that  growth  of  the  re- 
venue has  been  due  to  increased  taxation,  or  that  the  real 
burden  of  the  debt  has  become  heavier.  The  land  re- 
venue,for  instance,  was  12,500,000/.  in  1840, 18,700,000/. 
in  1860,  and  it  is  now  about  22,000,000/. ;  but  there  is  no 
province  in  India  in  which,  measured  by  its  incidence 
on  the  area  actually  assessed,  the  land  revenue  is  not, 
where  it  has  been  altered  at  all,  lighter  than  it  was. 
The  gross  salt  revenue  was  4,600,000/.  in  1860,  and  it 
now  exceeds  7,000,000/. ;  yet  in  the  greater  part  of 
India  the  rate  of  duty  was  higher  in  1860  than  it  is 
now.  In  1860,  the  customs  revenue  was  3,200,000/., 
and  there  was  hardly  a  single  article  of  the  import  or 
export  trade  of  India  which  was  not  heavily  taxed  ; 
the  customs  now  yield  a  million  less,  and  it  will  be 
shown  further  on  how  great  have  been  the  remissions 
and  reductions  of  duty,  and  how  great  the  relief  to 
the  people  and  to  trade.  The  income  tax  in  1861-62 
yielded  a  revenue  of  nearly  2,000,000/.,  and  it  was  levied 
on  every  description  of  income  and  property  without 
exception.  The  present  license  taxes  and  the  new  land 
cesses  put  together  yield  about  half  the  revenue  yielded 
by  the  income  tax  of  twenty  years  ago ;  they  affect  a 
far  smaller  number  of  people,  and  they  are  levied  at  less 
than  one-third  the  rate.  This  is  not  the  place  to  pursue 
these  comparisons,  but  it  is  a  fact  not  open  to  question, 
that  although  the  revenues  have  enormously  increased, 
the  burden  of  taxation  is  now  lighter  than  it  was 
twenty-five  years  ago. 

Other  statistics  illustrate  in  a  remarkable  way  the 
changes  that  have  occurred  in  India. 

In  1840,  the  total  value  of  all  the  imports  into 
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-niua  vi4f  li'itmn  ^-lt)t}-}iWi: :  zl  lSsC»ii  exceeded 
^••/-iK^'-J^i^  2iI?M:*L-LHi  "iiiiiZ  T'tjiii-  :c  libe  exports 
vi»*  tV.iin  ll_i«iti^;»  ill.  .  ^  !>?<;,  i:  'b:**  nearly 
7v-^*.*.'-.*.'*ifc.  riit^  TTuin  :t  lufia  2*  **  zratz  3»w  a?  that 
-i<f  Finranc  vu*  i4:!2irt^  iirrj  T»*sLr*  n^:.  Ir  1S>>I«  the 
inc  TCKT  5:r  vijii  laj  iriz^e*  jk^  Ji-riiio&iniiig,  the 
mumJi^sr  •:€  'j^z^^  z^i^sjaz  "LLrintzi  li*  P-:isc  Office  was 
!!>/•».•»>.  wriLt  zi  I^T>  =:  -ms^  ilcL«>>>AMJ.  It  might 
be  fryMZK!C  h-yw  ^aet  tt"^«:c:*  cj  j^c^roie  mdc  how  many 
milikct^  of  V.C*  •n'  ^>:titf  ire  ^:  w  casriad  c-q  the  railways, 
and  how  maziy  icaic^rbp^:^  uDeHKieiG*  are  despatched ; 
bat  as  tweniT  Tear«  ms>j  n^Jw^Ts  ai»d  leSesrai^  in  India 
had  only  begim  10  e]i«^  ih^K  woQid  be  no  comparison  to 
make.  In  the  ia^t  thinr  Tear^  zs^yi^  than  ldO,000«000(. 
has  been  «pent  on  raiiway^  irrigadoa  works,  and  other 
permanently  useful  objecis.  £rom  which  a  gross  yearly 
income  of  more  than  loXKKKiPifOl.  b  now  earned, 
and,  as  will  be  shown  in  the  sequel*  not  only  without 
causing  any  present  appreciable  burden  on  the  finances, 
but  concurrently  with  a  large  virtual  reduction  of  the 
charge  for  debt. 

The  intention  of  the  present  volume  is  not  to  describe 
in  detail  the  progress  of  British  India  during  the  last 
thirty  or  forty  years,  but  to  supply  information  as  to 
the  actual  condition  of  the  finances ;  and  the  growth  of 
the  revenues  and  expenditure  during  the  last  twelve  years 
will  l)e  fully  discussed  further  on.  The  foregoing  figures 
are  therefore  given  as  illustrations  merely  of  the  fact  that 
India  is  a  totally  different  country  now  from  what  it  was. 

And  this  implies  no  disparagement  of  the  work  of 
our  prcMleccHsorH.  On  the  contrary,  great  as,  with  the 
aids  of  modern  Hcieuce  and  capital,  our  own  progress 
hiis  hw\u  it  in  hardly  doubtful  that  each  successive 
|H)rioil  aiuce  our  countrymen  first  established   them* 
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selves  as  the  dominant  power  in  Southern  Asia,  would, 
when  viewed  in  relation  to  the  circumstances  of  the 
time,  yield  in  one  direction  or  another  results  as  great 
as  those  here  recorded.  How  great  they  have  been, 
and  how  vastly  beneficial  to  the  people  we  have  taken 
under  our  rule,  may  best  be  seen  by  a  comparison  of 
the  neighbouring  Asiatic  countries  with  British  India, 
which  has  not  only  been  rescued  from  the  incessant 
sequence  of  foreign  conquest,  plunder,  and  anarchy 
which  marked  its  past  history,  but  has  in  little  more 
than  a  century  acquired  a  position  of  peace,  good 
government,  and  wealth,  which  will  compare  favour- 
ably with  many  of  the  older  States  of  Europe. 

There  have  always  been,  and  perhaps  always  will 
be,  people  who,  according  to  the  unfortunate  English 
fashion  of  decrying  the  great  achievements  of  their  coun- 
trymen, endeavour  honestly  and  persistently  to  show 
that,  in  consequence  of  the  wickedness  or  stupidity  of 
our  Government,  India  is  in  a  state  bordering  on  bank- 
ruptcy ;  that  its  people  are  becoming  poorer  and  poorer, 
more  and  more  miserable,  more  and  more  exposed  to 
ruin  and  death  by  famine  ;  that  crushing  taxation  goes 
on  constantly  increasing  ;  that  an  enormous  and  ruinous 
tribute  is  exacted  from  India  to  be  spent  in  England, 
and  I  know  not  what  else.  I  have  neither  the  time  nor 
the  inclination  to  reply  to  statements  of  this  sort.  *  I 
know,'  said  the  wisest  of  EngUsh  statesmen,  '  the  ob- 
stinacy of  unbeUef  in  those  perverted  minds  which  have 
no  delight  but  in  contemplating  the  supposed  distress, 
and  predicting  the  immediate  ruin  of  their  country. 
These  birds  of  evil  presage  at  all  times  have  grated 
our  ears  with  their  melancholy  song ;  and,  by  some 
strange  fatality  or  other,  it  has  generally  happened  that 
they   have   poured   forth   their    loudest    and   deepest 
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lamentations  at  the  periods  of  our  most  abundant  pros- 
perity.' ^ 

It  is  not  pretended  that,  unlike  any  other  country, 
the  social,  material,  and  poUtical  conditions  of  India 
now  leave  no  room  for  improvement.  Defects  of  many 
sorts  can  readily  be  pointed  out.  But  it  is  through 
the  very  progress  made  that  these  become  known.  In 
the  arts  of  administration,  as  in  aU  other  applications 
of  knowledge,  our  views  widen  with  each  successive 
step  we  take ;  and  the  emphatic  recognition  that  much 
yet  remains  to  be  done  for  the  people  of  India,  neither 
dims  the  lustre  of  what  has  been  accomplished  nor 
should  cool  the  ardour  of  those  who  there  continue  the 
strife  with  human  misfortune,  weakness,  or  ignorance. 

That  India  has  gone  on,  with  a  speed  hardly  sur- 
passed in  any  country,  steadily  increasing  in  know- 
ledge, in  wealth,  and  in  all  the  elements  of  progress, 
that  every  branch  of  the  public  administration  has  con- 
stantly improved  in  honesty  and  efficiency,  and  that  of 
all  the  things  for  which  England  deserves  honour  in 
the  world,  her  government  of  India  is  the  greatest  and 
best — these  are  to  me  facts  not  requiring  to  be  argued 
about.  It  is,  broadly  speaking,  these  facts  which  ex- 
plain the  enormous  increase  which  has  taken  place  in 
the  revenue  and  expenditure  and  trade  of  India,  and 
which  have  brought  about  such  extraordinary  changes 
in  the  condition  of  the  people. 

'  Burke's  Third  Letter  on  a  Regicide  Peace, 


CHAPTER  n. 

PROGRESS  AND  PRESENT  CONDITION  OF  THE  REVENUES 

AND  EXPENDITURE. 

Preliminary  Explanations. 

ruBUC  nrooios  of  ivdia  laboblt  dbbiybd  "tbom  sovrcxs  othbb  zhav 

TAXiTIOV — LAKD  BXVJUIUJI  AKD  FOBBSTB — TBIBUTSB — OPIITM — ^ADMIKIB- 
TBAXnrX  SSBYIGSB — PUBLIC  WOBXS — OZHXR  BSCBEPTB — TAXATION  PBOPXB 
—  SXCISB  —  CUSTOMB  —  SALT  —  STAMPS  —  DISIGT  TAXES  —  PBOYDTCIAL 
BAISB — ^niGIBmca  of  taxation  on  PBOPLE — LOCAL  TAXATION — CHANOSB 
nr  FOBIIS  OF  ACCOUNT — DIFFICULTDB  IN  WAT  OF  COMPABIBONS  BIgl'WIglW 
PAST  AND  PBJBUUT. 

The  gross  annual  revenues  of  British  India  at  the 
present  time  exceed  68,000,000/.,  but  the  larger  part  of 
this  great  income  is  derived  from  sources  independent 
of  taxation.  This  fact  cannot  be  too  clearly  stated  or 
steadily  remembered,  for,  if  it  be  forgotten,  no  accurate 
conception  of  the  Indian  finances,  or  of  the  incidence  of 
the  pubUc  burdens,  is  possible.  We  hear  a  great  deal  that 
is  undeniably  true  regarding  the  poverty  of  the  people 
of  India  and  their  inabihty  to  bear  heavy  taxation ; 
and  to  persons  accustomed  to  judge  by  an  Enghsh 
standard  it  seems  a  terrible  thing  that  this  poor 
country  should  be  forced  to  raise  every  year  a  revenue 
exceeded  only  by  that  of  two  or  three  of  the  greatest 
and  richest  of  European  nations.  The  truth  is,  how- 
ever, that  the  pubUc  burdens  in  India  are  Ught  to  a 
degree  absolutely  without  precedent,  because  the  State 
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has  reserved  to  itself  resources  which  in  other  coun- 
tries belong  to  individuals,  and  possesses  sources  of 
revenue  which  render  it  in  a  great  measure  independent 
of  taxation. 

The  most  important  of  these  resources  is  the  land 
revenue,  a  rent-charge  in  favour  of  the  public,  a  portion 
of  the  rent  of  land  reserved  by  the  State  from  time 
immemorial  for  its  own  purposes. 

The  State  in  India  has  always  possessed,  both  in 
theory  and  in  practice,  the  greater  share  of  the  pro- 
perty in  land,  and  has  been  entitled  to  receive  fix>m  the 
occupier  such  portion  of  the  surplus  profit  after  defiray- 
ing  the  expenses  of  cultivation  as  it  has  appeared  po^ 
sible  or  expedient  to  take.  The  land  revenue  of  India 
is  this  portion  of  this  surplus.  It  has  be^n  the  policy 
of  the  British  Government  to  encourage  the  growth  of 
private  property  in  land,  and  even  to  create  such  pro- 
perty when  no  private  rights  of  ownership  could  be 
found,  and  it  has  been  an  essential  part  of  that  policy 
to  limit,  either  for  a  term  of  years  or  in  perpetuity,  the 
share  of  the  rent  or  profit  whicli  the  State  is  to  receive. 
The  remainder  is  private  property.  The  rights  of  the 
State  and  of  the  private  proprietor  are  identical  in  their 
nature,  both  being  founded  on  long  established  custom. 
The  object  of  our  so-called  settlements  of  the  land  revenue 
is  to  define  the  portions  of  the  rent  which  the  State  and 
private  proj)rietors  shall  re8j)ectively  receive,  and  to 
give  security  to  the  latter  that  improvements  made  by 
them  on  their  estates  shall  not  lead  to  an  increased 
demand  on  the  part  of  the  flovernment.  A  settlement 
of  the  land  revenue  has  nothing  to  do,  except  indirectly, 
with  questions  of  taxation,  although  the  determinatioa 
of  the  share  of  the  rent  which  the  private  proprietor  \» 
to  retain  has  of  course  the  greatest  possible  effect  ii 
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determining  the  value  of  his  property,  and  affects  im- 
mensely his  capacity  of  meeting  taxation. 

These  facts  have  been  clearly  explained  by  Mr. 
Fawcett.^  The  Government  in  India,  he  says,  exercises 
over  a  great  portion  of  the  soil  *the  same  rights 
of  property  as  those  which  an  EngUsh  landlord  exer- 
cises over  Ms  own  estate.  The  Government  in  India 
takes  the  place  of  individual  landlords,  and  the  culti- 
vators of  the  soil  rent  their  land  from  the  Government 
instead  of  from  private  landowners.  ...  As  far  as  the 
cultivators  of  the  soil  are  concerned,  it  can  be  a  matter 
of  no  consequence  whatever  to  them  whether,  they  pay 
a  land  tax  to  the  Government,  or  whether  they  pay 
rent  to  private  landowners.  Hence  a  land  tax  is  no 
harder  upon  the  cultivator,  nor  does  this  impost  cause 
any  loss  to  the  rest  of  the  community.  It  therefore 
follows  that  a  land  tax,  as  long  as  it  does  not  exceed  a 
rack-rent,  cannot  increase  the  price  of  products  raised 
from  the  land,  for  those  who  grow  the  products  would 
not  sell  them  cheaper  if  they  paid  rent  to  a  private 
landlord  instead  of  paying  the  same  amount  to  the 
Government  in  the  form  of  a  land  tax.  A  land  tax 
consequently  differs  from  all  other  taxes,  for  it  possesses 
the  excellent  quality  of  providing  a  large  revenue  for 
the  State  without  diminishing  the  wealth  of  any  class 
of  the  community.  Those,  therefore,  are  completely  in 
error  who  quote  the  aggregate  amount  of  taxation 
which  is  raised  in  India  in  order  to  prove  how  heavily 
the  people  of  that  country  are  taxed.  At  least 
20,000,000/.  per  annum  is  obtained  in  India  by  the 
land  tax  ;  but  it  would  be  as  unreasonable  to  consider 
this  amount  as  a  burden  laid  upon  the  people  as  it 
would  be  to  consider  that  the  whole  rent  which  is  paid 

*  Manual  of  Political  Economy ^  5th  edit  p.  668. 
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to  Fng?T?*h  landTorJg  in  this  coaatry  b  an  impo6t  levied 
upon  the  cnluTnEitors  of  the  soQJ 

If,  indeed,  as  Mr.  Fawcett  goes  on  to  show,  the  lind 
tax  ihoold  exceed  a  rack-rent  in  amount,  the  eflfect 
would  be  to  increa^se  the  price  of  agricultural  produce, 
and  there  would  be  a  tendency  to  throw  land  out  of 
cultivation.     It  has  never  been  pretended  that  any  such 
results  have  followed  from  the  very  moderate  assess- 
ments of  the  land  revenue  which  now  prevail  in  India. 
Their  moderatioa.  even  in  those  provinces  where  settle- 
ments have  been  made  for  a  term  of  years  and  not  in 
perpetuity,  is  shown  by  the  enormous  increase  that  has 
taken  place  in  the  area  under  cultivation,  and  by  the 
great  and  rapid  inorease  of  the  selling  price  of  land.' 
Under  the  native  governments  the  right  of  the  State 
to  the  whole  of  the  surplus  profits  of  the  land,  leaving 
to  the  occupier  no  more  than  was  sufficient  for  his 
subsistence  and  for  the  expenses  of  cultivation,  was  and 
still  13  frequently  exercised.     The  British  Gtovemment 
never  takes  more  than  a  fixed  share,  varying  in  different 
parts  of  India  from  four  to  eight  j)er  cent,  of  the  gross 
value  of  the  produce,  and  for  many  years  past  the  ten- 
dency has  l)een  to  diminish  the  share  of  the  State,  and 
to  leave  a  larger  share  to  the  private  co-proprietor. 
Although  the  gross  land  revenue  has  increased  from 
12,500,000/.  in  1840  to  22,000,000/.  in  1880,  there  is  no 
province  of  India  in  which  its  incidence  is  not  lighter 
now  than  it  was  forty  years  ago.     This  increase,  sap 
Mr.  Cunningham,  *  is  owing  partly  to  the  addition  of 
36,000,000  of  people,  or   twenty-five   per   cent.,   and 
242,000  H((uare  miles  of  territory,  with  a  land  revenue 
of  more  than  6,000,000/.,  partly  to  an  increase  of  fifty 
to  a  hundred  |)er  (^nt.  in  the  area  of  cultivation,  partly 


>  JUyort  u/tMe  Indian  Famine  Commimion,  iSeK),  part  ii.  p.  126. 
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to  the  increase  in  the  price  of  agricultural  produce, 
and  in  no  instance  to  the  enlargement  of  the  share 
claimed  by  Government  in  the  profits  of  the  soil.  In 
Madras,  for  instance,  the  area  assessed  has  increased 
from  9,750,000  acres  in  1850  to  20,000,000  in  1875-76, 
and  though  the  land  revenue  is  1,000,000/.  sterUng  higher, 
its  incidence  per  acre  is  reduced  by  4.^rf.  on  dry  land,  and 
5s.  on  irrigated  land.  Similarly,  in  Bombay,  the  assessed 
area  has  increased  from  12,500,000  acres  in  1856  to 
20,300,000  in  1875-76,  and  an  increase  of  three-quarters 
of  a  million  in  the  land  revenue  has  resulted,  notwithstand- 
ing an  average  reduction  of  4^rf.  per  acre  in  the  assess- 
ment.^ In  the  same  manner  in  the  North -Western  Pro- 
vinces, where  the  land  revenue  is  calculated  on  the  sup- 
posed value  of  the  rental,  there  is  no  doubt  that  the  share 
of  the  rent  claimed  by  the  Government  has  much  de- 
creased. Originally  the  theory  was  that  the  GovemmeM 
took  eighty-five  or  ninety  per  cent,  of  the  net  rental, 
leaving  the  landowner  only  fifteen  or  ten  per  cent,  for  his 
own  enjoyment.  Under  the  settlements  made  by  the 
British  from  1833  to  1843,  the  Government  proportion 
was  reduced  to  two-thirds  of  the  existing  rental,  the  pro- 
prietors being  further  left  in  enjoyment  of  any  increment 
which  might  occur  during  the  thirty  years  of  the  settle- 
ment.    When  the  period  of  the  settlement  expired,  this 

'  The  foUowing  fif^ures  are  given  by  Mr.  Cimningham  in  explanation  of 
tbeee  results. 


1852-63 
1876-76 


AHBPWBCO  ATCtL* 

Acres 

9,780,000 
20,021,000 


Madrab. 

Land  Revenue. 
£ 

2,602,000 
3,426,000 


AyeiBge  rate  per  Acre. 
Dry  Land.       Irrigated  Land. 


R.  ▲.  p. 
13  11 

10  11 


R.  A.  p. 

7011 
4  8  11 


Bombay. 


1866-67 
1875-76 


Acres 

12,560,000 
20,340,000 


Land  Revenue. 

1,647,000 
2,330,000 


Average  rate  per  Acre 
R.  A.   p. 

16  4 
1  2  4 
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proportion  was  again  reduced,  and  was  fixed  at  fifty  per 
cent. ;  but  notwithstanding  this  reduction  in  the  share 
claimed  by  the  Government,  the  result  of  the  general 
prosperity  of  the  province  and  the  increased  out-turn  of 
the  crops  has  been  to  raise  the  land   revenue   firom 
3,680,000/.  to  over  4,000,000/.   In  the  Punjab  it  is  noto- 
rious that  the  land  revenue  is  infinitely  lighter  than  that  in 
any  previous  period,  and  the  fact  is  corroborated  by  the 
enormous  increase  in  the  price  of  land  since  it  passed 
under  our  rule  from  the  cruel  rack-renting  of  the  Sikh 
Government.     In  Bengal  the  land  revenue  has  neces- 
sarily  remained   unchanged,   notwithstanding    the  in- 
crease of  tlie  landlord's  share  of  the  rental  from  a  few 
hundred  thousand  pounds  to  more  than  10,000,000/. 
sterhng.'  ^ 

The  truth  is  that  there  has  been  a  tendency  of  late 
to  take  too  little  rather  than  too  much  as  land  revenue, 
and  to  forget  that,  at  any  rate  in  a  country  Uke  India, 
this  is  the  best  of  all  possible  sources  of  public  income, 
and  better  than  taxation  in  any  shape.  A  lamentable 
mistake  of  this  sort  (I  refer  of  course  to  the  permanent 
settlement)  has  lal  in  Bengal  not  only  to  the  sacrifice  by 
tlie  State  of  several  milUons  of  revenue  a  year,  but  to 
the  still  worse  result  of  impoverishing  the  agricultunl 
population  of  the  most  i)roductive  province  in  the 
Empire. 

The  gross  amount  brouglit  to  credit  under  the  head 
of  Land  revenue  in  1879-80  (inchiding  that  due  toirrigi- 
tion)  was  22,403,048/.,  of  which,  however,  283,326/. 
was  Capitation  tax  levied  in  liritish  ]3urma,  leaving 
22,180,222/.  I^md  revenue  projKT. 

liesides  this  sum,  the  Indian  Government  derives  a 
gross  income  of  nearly  2(5,0()(),0()0/.  from  other  sourc«i 

'  liritish  India  oftd  itg  RuUrM,  188],  pp.  141-142. 
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altogether  distinct  from  taxation.     The  following  table 
shows  these  receipts  for  1879-80  : — 


Tributes  and  contributions  from  natiye 

£ 

BUbIOD                         •                       •                       •                       • 

•            ■ 

702,461 

Forests  (sale  of  timber  and  other  pro- 

ducts, &c.)   .... 

.            • 

676,234 

Opium  •            •            .            .            • 

.            . 

10,319,162 

Services: — 

£ 

Minor  departments 

99,282 

Mint         .... 

230,669 

Post  office 

1,004,372 

Telegraph. 

505,552 

Law  and  justice  (fines  and  receipts 

from  convict  labour,  i&c.) 

658,902 

Police        .            .            .            • 

227,667 

Marine       .... 

258,187 

Education. 

139,414 

Medical     .... 

56.329 

Stationery  and  printing    . 

56,019 

3,236,283 

Public  works   (railways,  canals,  and 

other  works) .... 

.            . 

8,540,439 

Receipts  in  aid  of  superannuation,  re- 

tired and  compassionate  allowances  . 

.            . 

525,141 

Miscellaneous    .... 

.            . 

337,370 

Army  Cexcluding  :f50,499  due  to  the 

Afghan  war). 

.            . 

1,029,483 

Gain  by  exchange 

•            . 

320,580 

Interest  on  investments  of  the  Paper 

Currency  Department,  loans  to  native 

states,  municipalities,  &c. 

.            • 

748,060 

Total  . 

:g26,435,193 

Further  details  will  be  given  subsequently  of  some 
of  the  more  important  of  these  sources  of  income ;  in 
this  place  it  is  only  necessary  to  point  out  the  fact  that 
out  of  the  whole  gross  revenue  of  68,484,666/.  received 
by  the  Government  of  India  in  1879-80,  more  than 
48,500,000/.  was  derived  from  sources  other  than  taxa- 
tion, and  that  less  than  20,000,000/.  was  raised  by 
taxation  properly  so-called.  This  latter  sum  was  dis- 
tributed as  follows : — 

c  2 
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Excise           .            .           .           .            . 

2,838,091 

Capitation  tax  in  British  Burma 

28»;st» 

Assessed  taxes           .            .            .            . 

786^18 

Provincial  rates 

2,889495 

Oustoms 

2,280,798 

Salt 

7,288^13 

Stamps  (judicial  and  commercial)     . 

3,108,738 

R^^tration  .           .            .            .            . 

209,930 

Total. 

.    £19,798,974 

The  taxes  levied  under  the  heads  of  Assessed  Taxes, 
Provincial  Rates,  Customs,  and  Salt  will  be  fully  dis- 
cussed hereafter ;  and  it  will  be  shown  how,  with  the 
exception  of  assessed  taxes  and  provincial  rates, 
the  policy  of  the  Government  has  been  of  late  yean 
to  reduce,  and  not  to  increase,  the  rate  of  their 
incidence.  With  regard  to  the  other  items  in  the  list 
of  taxes  properly  so  called,  the  Excise  duties,  yielding 
more  than  2,800,000/.,  are  mainly  paid  by  the  lower 
classes  to  whom  the  consumption  of  drugs  and  spirits 
is  for  the  most  part  confined.  Stamps  produce  mcMPe 
than  3,000,000/.,  two-thirds  of  which  falls  on  litigatioD 
and  one-third  on  commercial  documents.  The  in- 
cidence of  the  Excise  duties  is  3^rf.  per  head  ;  that  of  the 
Stamp  duties  is  about  3|rf.  per  head.  The  incidence  of 
the  Customs  duties  is  about  3^rf.,  and  of  the  Salt  duty 
6|</.  per  head.  The  total  incidence  of  taxation  on  the 
185,000,000  persons  constituting  the  population  of  British 
India,  is  2s,  per  head.  Adding  the  land  revenue,  the 
total  bunlcns  are  about  4.v.  per  head.  Distributing  the 
several  items  of  taxation  among  the  different  classes  of 
the  population,  ac(*ording  to  their  probable  incidence, 
the  following  results  have  been  arrived  at.  The  land- 
owning classes  pay  about  5^.  6^/.  per  head,  or  excluding 
the  Land  revenue,  1^.  6^/.  The  agricultural  labourer 
may  pay  in  the  shaix;  of  taxes  on  liquor  and  salt  Is.  UL 
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a  head,  or  for  each  family  a  fortnight's  wages  in  the 
year.  The  artisan  may  pay  2^.,  or  the  earnings  of  five 
working  days.     Traders  pay  3^.  Sd} 

'  The  landowner/ writes  Mr.  H.  S.  Cunningham,  *pays 
for  land  revenue  a  sum  ranging  between  3  per  cent,  and  7 
per  cent,  on  the  gross  produce  of  his  lands,  and  a  further 
fraction  by  way  of  provincial  rates.  If  he  goes  to  law,  he 
may  contribute  something  to  stamps ;  if  he  drinks,  to  ex- 
cise ;  and,  if  he  prefers  English  to  native  cloth,  to  customs ; 
but  when  he  has  paid  his  land  revenue,  his  only  impe- 
rative tax  is  7rf.  for  salt.  He  is  probably  the  most 
lightly  taxed  subject  in  the  world,  except  the  owner  of 
personal  property  in  India — money  in  the  funds,  &c. — 
who,  though  a  millionaire,  may  under  Uke  conditions 
of  abstinence  from  the  luxuries  of  drink,  litigation,  and 
English  cloth,  contribute  nothing  but  7d.  to  the 
expenses  of  the  State ;  such  a  man  is  obviously  absurdly 
under-taxed.  The  artisan's  position  is  the  same  ;  the 
trader  when  he  has  paid  Id.  on  salt,  and,  if  his  gains 
are  over  50Z.  per  annum,  his  hcense  tax,  may  go  free  of 
further  taxation ;  the  only  imperative  tax  on  the  agri- 
cultural labourer  is  the  annual  7d,  which  he  pays  for 
salt.  He  is  no  doubt  a  very  poor  man,  but  his  poverty 
can  scarcely  be  said  to  be  grievously  enhanced  by  the 
exactions  of  the  State.' ^ 

Tliere  is  another  point  of  importance  to  be  noticed. 
In  all  civilised  countries  heavy  taxes  are  raised  for 
local  purposes,  in  addition  to  those  collected  for  the 
purposes  of  the  central  government,  and  the  two  ac- 
counts are  ordinarily  quite  distinct  from  each  other. 
In  India  this  is  not  the  case ;  the  receipts  from  all 
provincial  and  local  taxation,  excepting  that  raised  in 

'  Report  of  the  Famine  Commissioner s^  part  ii.  pp.  91,  92. 
'  British  India  and  its  Raters,  18S1,  p.  149. 
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municipalities  for  the  service  of  the  towns,^  are  in- 
corporated in  the  imperial  accounts,  which  show  there- 
fore nearly  the  whole  of  the  burdens  imposed  for  aD 
purposes  on  the  country. 

Although,  for  the  reasons  before  explained,  attempta 
to  compare  the  revenues  and  expenditure  of  Britiflh 
India  at  the  present  time  with  those  of  many  years  ago 
are  likely  to  mislead,  yet  the  same  difficulties  will  not 
attend  the  examination  of  the  variations  which  have 
occurred  during  the  last  twelve  years,  the  period  to 
which  the  present  review  is  intended  speciaUy  to  refer. 

There  have  been  in  this  period  no  important  terri- 
tonal   changes,  and   during   it  the  existing  system  of 
financial  administration  has  been  more  or  less  in  force. 
The   policy  of  constructing   productive   public  works 
with  borrowed  money  first  took  a  practical  shape  in 
1868-69,  the  year  immediately  preceding  the  selected 
period,  and  in  1870  it  was  decided  that  the  construc- 
tion of  railways  sliould  be  undertaken  directly  by  the 
State.     Tlie  year  1869-70  also  was   that  immediately 
preceding  the  great  fresh  departure  in  Indian  finance, 
which  was  taken  by  the  introduction  of  the  measures 
of  decentralisation,   which   wll   l>e   described    further 
on.     The  gradual  development  of  these  measures  his 
produced  financial  and  administrative  results  of  extreme 
importance,  and  the  time   of  their  introduction  forms 
a  convenient  landmark.     An  examination  into  the  stale 
of  the  finances  Ixjtween  1 869-70  and  the  present  time 
will  enable  the  reader  to  form  an  accurate  conception 
of  the  changes  for  good  or  evil  that  have  occurred  in 
the  interval. 

Attempts  have   often   been   made   to  compare  the 

'  Tlioro  w(*n%  in  InTti-^u^xiin  miiniri()alitio8  in  Hriti8h  IndiA,  with  aa 
income  of  l,a05,442/.,  of  which  lfl22^02i,  wah  derived  from  taxation. 
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financial  condition  of  India  at  various  periods,  and  the 
results  have  been  very  variously  stated.  The  fact  is 
that,  for  many  years  past,  there  has  been  going  on  a 
constant  process  of  improvement  in  the  published 
abstracts  of  the  accounts,  and  a  constantly  increasing 
amount  of  information  and  of  detail  has  been  given. 
Heads  of  accounts  which  used  to  be  lumped  together 
have  been  separated,  while  others  have  been  consoli- 
dated, and  instead  of  merely  the  net  result  of  the  dif- 
ferences between  revenue  and  expenditure  being  shown, 
the  actual  revenue  and  expenditure  have  been  entered 
on  the  two  sides  of  the  account. 

For  example,  in  Mr.  Wilson's  Budget  statement  in 
1860,  there  were  only  six  revenue  heads.     The  first  was 

*  land  revenue,  sayer,  and  abkaree,'  and  it  included  land, 
forest,  and  excise  revenue,  all  lumped  together ;  then 
came,  separately,  '  customs,'  '  salt,'  and  '  opium  ; '  then 

*  miscellaneous,'  a  large  item  of  more  than  4,000,000Z. ; 
and  lastly  *  receipts  from  railway  companies,'  which  at 
that  time  were  only  330,000/.  On  the  expenditure 
side  the  charges  on  account  of  collecting  the  revenue 
from  land,  forest,  excise,  customs,  salt,  opium,  post- 
office  and  stamps,  and  on  account  of  poUtical  pensions, 
allowances,  assignments,  and  charitable  grants,  were  all 
included  under  one  head  ;  the  remaining  heads  were 

*  interest  on  debt  in  India,'  '  miUtary  charges,' '  marine,' 

*  civil  charges '  (which  included  all  poUtical,  judicial,  and 
police  establishments,  and  all  public  works,  except 
military  and  marine),  '  miscellaneous,'  and  '  guaranteed 
interest  on  railway  capital.'  The  charges  incurred  in 
England  were  not  classified  at  all. 

From  that  time  the  published  abstracts  of  the 
accounts  have  been,  from  year  to  year,  amplified  and 
improved.     The   changes  have  been  considerable,  in- 
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volving  the  entry  of  large  gross  amounts  on  each  side 
of  the  account,  which  were  previously  shown  net  on  one 
side  only.     For  instance,  until  recently,  the  excess  of 
the  guaranteed  interest  on  railway  capital  over  the  net 
earnings  of  the  railways,  was   shown  in  one  entry  on 
the  expenditure  side,  instead  of  the  net  earnings  being 
entered  on  the  revenue  side,  and  the  full  guaranteed 
interest  on  the  expenditure  side.   This  obvious  improve- 
ment has  caused  an  addition  to  each  side  of  the  account 
of  some  5,000,000/.     So,  again,  the  provincial  revenue 
and  expenditure  is  now  entered  in  the  gross,  under  the 
appropriate  heads,  instead  of  net  on  one  side  only  of 
the  account.     This   has    added   about    1,000,000/.    to 
both   sides.     Finally,  local  revenue  and  expenditure, 
which,  although   as  much  public  transactions  as  any 
other,  used  to  be  excluded  altogether  from  the  finan- 
cial statements,  have  now  been  included,  adding  more 
than  2,500,000/.  to  each  side  of  the  account.     Thus, 
under  these  three  heads  alone,  the  totals  of  the  account; 
of  revenue  and  expenditure  have   been  increaseil   by 
about  8,500,000/.,  without   any  addition  whatever  to 
the  revenue  or  expenditure. 

Changes  of  this  kind  of  course  affect  in  no  way  the 
actual  financial  position  of  the  country,  or  alter  the 
surplus  or  deficit  of  the  year.  Even  now,  the  form  of 
the  i)ublished  abstracts  is  not  perfect,  but  it  give?  im- 
mensely more  information  than  it  was  possible  to  obtain 
from  the  abstracts  as  formerly  framed.  But  it  cannot 
be  reasonably  contended  that  the  diffic^ulties  which 
changes  of  this  kind  tlirow  in  tlie  way  of  persons  who 
wisli  to  make  comj)arisons,  whatever  they  be,  ought  to 
liave  deterred  the  Government,  or  sliould  in  future  deter 
it,  from  rendering  the  published  accounts  as  perfect  and 
c()m])rehensive  in  form  as  ])ossib]e,  or  that,  because  our 
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published  statements  were  incomplete  ten  or  twenty 
years  ago,  they  ought  to  have  remained  incomplete 
for  ever. 

It  should  be  added  that  the  Government,  having  in 
view  the  great  importance  of  trustworthy  comparisons 
of  the  revenues  and  expenditure  from  year  to  year, 
has  recently  caused  the  accounts  of  the  series  of  years 
from  1869-70  to  the  present  time  to  be  revised  and 
brought  into  a  properly  comparable  form,  and  a  sum- 
mary of  them  has  recently  been  made  pubUc  as  a  Par- 
liamentary paper.  The  results  thus  obtained  constitute 
the  basis  of  the  discussions  contained  in  this  volume, 
and  it  is  believed  that  the  figures,  which  have  been 
obtained  at  the  expense  of  great  labour  and  atten- 
tion in  the  office  of  the  Comptroller-General  (of  Indian 
accounts)  at  Calcutta,  may  be  ftdly  reUed  upon.  Ab- 
stracts of  these  accounts  will  be  found,  with  other 
illustrative  statements,  in  the  Appendix. 

It  is  further  necessary  to  explain  that  in  proceeding 
to  discuss  the  progress  of  the  revenues  and  expenditure 
it  has  been  thought  best,  when  treating  of  the  main 
heads  of  revenue,  to  deal  with  the  net  income  after 
setting  off  all  necessary  charges  of  collection  and  the 
Uke ;  and  in  hke  manner,  when  treating  of  the  main 
heads  of  expenditure,  to  deal  with  the  net  charge  after 
setting  off  all  contingent  receipts.  The  net  charges 
under  those  heads  of  the  administration  which  commonly 
cost  more  than  they  yield  are  classed  as  net  expenditure, 
though  it  may  be  an  essential  condition  of  the  service 
rendered  that  it  shall  be  paid  for,  as  in  the  case  of  the 
Mint,  the  Post  Office,  or  the  Telegraph. 

It  is  also  to  be  remembered  that  the  two  follo\ving 
Chapters,  III.  and  IV.,  treat  only  of  the  ordinary 
revenues  and  recurring  expenditure,  on  the  due  balance 
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of  which  the  equilibrium  of  the  finances  primaril 
depends ;  and  that  in  them  such  extraordinary  an 
disturbing  causes  of  outlay  as  famine  relief  or  wi 
have  been  excluded  from  consideration,  though  thei 
serious  importance  and  influence  on  the  general  financu 
position  will  receive  full  attention  afterwards. 


CHAPTER  m. 

PROOBESS  AND  PRESENT  CONDITION  OF  THE  REVENUES 

AND  EXPENDITURE. 

The  Revenues  from  1869  to  1881. 

lAVD  BXmrUB — TBIBUTBB  FBOK  KATTVB  STATES — FORESTS — OPIUM — MISGED- 
LAJTBOUS  RECEIPTS — TOTAL  BBCEIPT8  OTHER  THAN  TAXATION — ^EXCISE — 
SALT — STAMPS — CUSTOMS — CAPITATION  TAX  IN  BURMA — LICENCE  TAX — 
PROVINCIAL  RATES  OR  CBB8BB — TOTAL  RECEIPTS  FROM  TAXATION — TOTAL 


In  this  Chapter  I  proceed  to  show  the  progress  of  each 
of  the  great  branches  of  revenue  during  the  last  twelve 
years,  and  their  present  condition. 

For  reasons  before  explained  the  revenues  will  be 
arranged  in  two  groups,  those  which  are  not,  and  those 
which  are,  derived  from  taxation  properly  so  called. 

The  Land  revenue  (a)  recorded  in  1869-70  was,  after 
deducting  the  capitation  tax,  20,811,905/.,  but  this 
included  an  accidental  credit  of  408,764/.,  the  accumu- 
lated sale  price  of  waste  lands.  The  normal  land  revenue 
at  that  time  did  not  exceed  20,400,000/.  The  amount 
of  land  revenue  collected  between  1876-77  and  1879-80 
was  so  greatly  disturbed  by  remissions  or  postpone- 
ments of  the  demand  made  in  consequence  of  famine 
that  no  comparisons  can  usefully  be  made  between  the 
figures  for  particular  years.  The  amount  realised  in 
1879-80  was  22,125,807/.,  of  which  338,657/.  was  on 
account  of  arrears  in  Madras  due  to  past  famine.     The 
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regular  estimate   for   1880-81   gives  21,414,000/.,  in- 
cluding 65,200Z.  famine  arrears,  but  the  collections  for 
the  year  have  been  retarded  owing  to  the  census  opera- 
tions, and  the  receipts  are  thereby  diminished  by  about 
445,000/.     The  normal  land  revenue,  exclusive  of  the 
capitation  tax,  is  now  at  least  21,750,000/L  a  year,  or 
1,350,000/.  more  than  it  was  twelve  years  ago.     I  have 
already  explained  the  causes  to  which  this  great  in- 
crease is  due,  and  have  shown  that  not  only  has  there 
been  no  enhancement  of  the  assessments,  but  that  the 
demand  of  the  State,  in  relation  to  the  value  and  extent 
of  the  culturable  area,  has  diminished,  and  continues  to 
diminish. 

The  Tributes  and  contributions  from  native  states  {b) 
do  not  vary  much  from  year  to  year.  In  the  last 
twelve  years  they  have  never  been  lower  than  675,120/., 
or  higher  than  768,544/.  The  contributions  are  chiefly 
for  the  maintenance  of  local  troops.  The  Gk)veni- 
ment  of  India  preserves  peace  throughout  the  native 
states  under  its  protection,  which  have  an  area  of  more 
than  575,000  square  miles,  and  a  population  of  about 
50,000,000.  The  sums  paid  by  these  states  to  the 
Government  of  India  are  insignificant  compared  to  the 
benefits  which  they  receive. 

The  net  Forext  revenue  (c),  which  is  almost  entirely 
derived  from  the  sale  of  timber  and  other  forest  pro- 
duce, the  property  of  the  Government,  was  158,854/. 
in  1869-70,  and  223,000/.  in  1880-81,  and  it  has  only 
once  exceeded  237,000/.,  namely,  in  1875-76,  when  it 
reached  274,551/.  The  stationary  condition  of  the  net 
forest  revenue  has  l)een  rather  a  matter  for  satisfaction 
than  otherwise.  The  forest  administration,  which  \f 
of  comparatively  recent  <Teation,  looks  to  tlie  future 
interests  of  the  community  more  than  to  present  profit. 
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and  is  more  occupied  in  the  preservation  and  improve- 
ment of  the  State  forests  than  in  reaUsing  an  imme- 
diate large  revenue.  The  gross  revenue  is  now, 
however,  close  on  700,000/. 

The  net  Opium  revenue  {d)  has  grown  from  6,132,387/. 
in  1869-70  to  8,466,000/.  m  1880-81,  an  increase  of 
2,333,613/.  The  annual  average  for  the  first  period  of 
four  years  from  1869-70  to  1872-73  was  6,672,756/. ; 
from  1873-74  to  1876-77  it  was  6,267,746/. ;  and  from 
1877-78  to  1880-81  it  was  7,734,044/.  The  greater 
part  of  the  increase  has  taken  place  in  the  last  three 
years.  Evidence  will  be  adduced  further  on  to  show 
that  this  increase  in  the  opium  revenue  has  been  neither 
temporary  nor  accidental,  and  that  it  is  Ukely  to  con- 
tinue. 

There  are  many  other  branches  of  the  administra- 
tion which,  though  they  yield  a  revenue,  cost  more 
than  they  yield,  and  they  will  therefore  be  discussed 
under  the  head  of  expenditure.  It  may  here,  however, 
be  mentioned  that  the  Mint,  although  not  administered 
with  that  object,  frequently  yields  a  small  surplus. 
Kecently  the  Telegraph  has  also  begun  to  do  so,  and 
the  Post  Office  may  perhaps  do  so  before  long,  while 
the  Productive  PubUc  works  are  rapidly  approaching 
the  time  when  they  also  will  not  only  cover  the  entire 
amount  expended  on  them — that  is,  their  working  ex- 
penses and  the  interest  on  the  capital  invested  in  their 
construction — but  when  they  will  yield  a  surplus  revenue 
to  the  State. 

There  are  certain  small  items  of  revenue  and  expen- 
diture which  do  not  belong  to  any  of  the  main  heads  of 
account,  and  are  therefore  recorded  as  Miscellaneous  {e). 
The  average  net  revenue  yielded  by  them  for  the  last 
four  years  has  been  21,532/. 
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The  total  net  receipts  from  sources  other  than  taxa- 
tion, namely,  Land  revenue,  Tributes,  Forest,  Opium, 
and  Miscellaneous,  were  in  1869-70  28,009,878/.,  and 
in  1880-81  they  were  30,885,000/.  Their  average 
amount  from  1869-70  to  1872-73  was  28,127,152/.; 
from  1873-74  to  1876-77  it  was  28,113,932/. ;  and 
from  1878-79  to  1880-81  it  was  30,020,036/. 

The  receipts  derived  from  taxation  proper  will  next 
be  considered. 

The  net  Excise  revemie  (/)  has  grown  from  1,991,039/. 
in  1869-70  to  2,967,000/.  in  1880-81,  an  increase  of 
nearly  1,000,000/.  The  average  receipts  fix)m  1869-70 
to  1872-73  were  2,122,783/. ;  from  1873-74  to  1876-77 
they  were  2,317,999/. ;  and  from  1877-78  to  1880-81 
they  were  2,640,766/.  This  increase  of  50  per  cent. 
in  the  last  twelve  years  is  not  to  be  attributed  to 
the  increase  of  intemperance,  but  to  improvement  in 
the  condition  of  the  people,  and,  still  more,  to  better 
administration.  For  obvious  reasons  it  has  everywhere 
been  the  policy  of  the  Government  to  increase  the  rates 
of  excise  duty  on  spirits  and  drugs,  as  far  as  possible, 
consistently  witli  avoiding  the  risk  of  illicit  traffic. 

The  Capitation  ta.v{<j)  in  British  Burma,  which  in  the 
accoimts  is  incorrectly  credited  under  the  head  Land 
Revenue^  gradually  increases  with  the  population,  and 
has  risen  from  201,395/.  in  1869-70  to  266,000/.  in 
1880-81.  This  tax  is  indefensible  in  principle,  and 
being  a  direct  tax  is  vexatious  in  the  method  of  levy. 
It  falls  at  the  rate  of  5  rupees  on  every  married,  and 
2  rupees  8  aimas  on  ever)'  unmarried  man.  Reference 
will  again  be  made  to  this  tax  in  connection  with  the 
salt  duties. 

Under  the  head  Af^essed  ta^ves  (A)  the  net  revenue 
from  income  tax  was  1,026,400/.  in  1869-70,  and  the 
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licence  tax  yielded  497,000/.  in  1880-81 ;  a  decrease  of 
529,400/.  The  net  amount  levied  under  this  head  in 
1870-71  was  1,988,023/.  In  1861-62  it  was  1,850,897/. 
In  the  first  period  of  four  years,  from  1869-70  to  1872 
—73,  the  average  annual  receipts  were  1,098,341/. ;  and 
in  the  last  period,  from  1877-78  to  1880-81,  they  were 
531,965/.  In  the  second  period,  from  1873-74  to  1876 
—77,  neither  income  tax  nor  licence  tax  were  levied, 
excepting  some  trifling  arrears. 

The  largest  net  amount  yielded  in  any  year  by  the 
licence  tax  was  837,312/.  in  1878-79. 

The  net  receipts  under  the  head  of  Provincial  rates  {%) 
were  1,235,496/.  in  1869-70,  and  2,731,000/.  in  1880 
-81 ;  an  increase  of  1,495,504/.  In  the  four  years  from 
1869-70  to  1872-73,  their  average  annual  amount  was 
1,484,330/. ;  in  the  next  four  years,  from  1873-74  to 
1876-77,  it  was  1,788,422/. ;  in  the  last  four  years, 
from  1877-78  to  1880-81,  it  was  2,576,856/.  About 
500,000/.  of  this  increase  was  caused  by  the  new  rates 
imposed,  for  famine  purposes,  in  1877  and  1878.  The 
remaining  increase,  amounting  in  the  twelve  years  to 
nearly  1,000,000/.,  has  partly  arisen  from  the  natural 
growth  of  the  older  local  revenues,  but  it  has  been 
chiefly  due  to  increased  local  taxation,  between  1869 
and  1871.  In  Bengal,  in  1871,  rates  yielding  340,000/. 
were  imposed  for  the  construction  and  maintenance  of 
district  roads  and  communications.  In  the  Punjab,  in 
1871,  rates  yielding  137,000/.  were  imposed  for  local 
roads,  education,  hospitals,  wells,  and  other  useful  pur- 
poses. In  the  same  year  the  old  rates,  which  had  long 
been  levied  for  similar  objects  in  the  North-Western 
Provinces,  were  placed  on  a  legal  basis,  and  slightly 
increased  in  amount,  and  rates  yielding  35,000/.  were 
imposed  in  Oudh.     The  local  taxation  in  Madras  and 
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Bombay  was  abo  increased  to  the  extent  of  about 
500,000/.  by  acts  of  the  local  legislatures  passed  in 
1S69  and  1871.  In  some  of  these  cases  the  new  rates 
took  the  place  of  yarious  so-called  yoluntary  and  ir- 
regular cesses,  which  were  not  brought  to  account  at  all, 
and  the  change  rather  gaye  relief  than  otherwise. 

With  the  single  exception  of  the  rates  levied  for  the 
protection  of  the  country  against  famine,  yielding 
510,000/.  a  year,  the  whole  increase  of  taxation  under 
this  head  has  been  for  loi*al  purposes,  of  the  kind  just 
stated,  not  on  account  of  the  central  government. 

It  must  also  be  explained  that  under  this  head  of 
Provincial  rates  are  included  receipts  from  rates  on 
land,  to  the  amount  of  about  500,000/.  applied  to  pay- 
ments for  village  services,  such  as  in  the  greater  part 
of  India  are  not  brought  to  account  at  all,  although 
they  are  assessed  and  collected  with  the  land  revenue; 
they  are  therefore  not  in  the  nature  of  taxation.  Ex- 
cluding this  sum,  the  total  amount  of  taxation,  pro- 
perly so  called,  levied  under  the  designation  of  Provin- 
cial rates,  is  about  2,200,000/.,  of  which  about  1,700,000/, 
is  wholly  ai)proi)riateil  to  provincial  and  local  purposes. 

The  hcence  tax  and  the  additional  rates  imposed  on 
the  land  made  up  together,  as  will  be  explained  else- 
where, tlie  8o-i*alled  famine  taxation  of  1877  and  1878, 
and  they  then  yielded  together  1,109,200/.  The  whole 
of  the  famine  taxation  yielded  in  1880-81  about  the 
same  amount  as  that  yielded  by  the  income  tax  in  1869 
-70  ;  and  about  one-half  the  sum  yielded  by  that  tax  in 
1801-62,  and  in  1870-71.  In  1870-71  the  income 
tax  was  levied  at  the  rate  of  3^  per  cent,  or  74^.  in 
the  i>ound.  The  present  average  rate  of  the  licence 
tax  is  about  li  per  cent,  or  3;?</.  in  the  pound,  and  it 
afl'ects  immensely  fewer  jieople  than  the  income  tax. 
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The  net  amount  derived  from  Custanis  (J)  exclusive  of 
the  import  duties  on  salt,  which  are  under  a  separate 
head  of  account,  shows  httle  change.  It  was  2,167,797/. 
in  1869-70,  and  2,269,000/.  in  1880-81.  The  average 
for  the  first  period  of  four  years  from  1869-70,  was 
2,316,284/. ;  for  the  second  four  years  it  was  2,371,656/. ; 
and  for  the  last  four  years  it  was  2,176,287/.  In  no 
year  has  the  net  revenue  been  so  low  as  2,000,000/.,  or 
so  high  as  2,500,000/.  Although  the  variations  in  the 
amount  of  the  customs  revenue  have  been  so  small,  the 
changes  made  during  the  last  twelve  years  have  been 
numerous  and  important.  Further  details  will  be  given 
hereafter  on  this  subject,  but  it  may  here  be  noticed 
that  all  the  changes  have  been  for  the  reUef  of  the 
taxpayer. 

Before  1867,  the  law  regulating  the  customs  tariff 
imposed  a  general  rate  of  duty  on  every  article  im- 
ported into  or  exported  from  British  India.  Such 
articles  as  were  free,  or  were  subject  to  special  duties, 
were  enumerated.  The  general  rate  from  1859-60  to 
1863—64,  was  on  imports  10  per  cent,  and  on  exports  3 
per  cent.  The  special  duties  were  for  a  time  on  some 
large  and  important  classes  of  goods  as  high  as  20  per 
cent.  In  April  1864  the  general  import  rate  was 
lowered  to  7^  per  cent.  The  Act  passed  at  the  com- 
mencement of  1867-68  changed  the  plan  on  which  all 
former  tariff  Acts  had  been  drawn,  and  specified  all  the 
dutiable  articles,  leaving  everything  else  free.  The 
rate  on  imports,  however,  remained  generally  at  7^  per 
cent.,  and  on  six  classes  of  articles  the  export  duty  con- 
tinued to  be  3  per  cent.,  on  two  it  was  4  per  cent.,  while 
indigo  and  grain  were  subject  to  fixed  duties. 

In  1870  shawls,  in  1873  wheat,  and  in  1874  lac  dye, 
were  freed  from  export  duty.    In  1875  the  general 
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rate  of  the  import  duties  was  reduced  from  7^  per  cent. 
to  5  per  cent. ;  and  cotton  manufactures,  oils,  seeds, 
spices,  and  all  grains  except  rice,  were  exempted  from 
export  duty.  In  1878  twenty-nine  out  of  the  sixty-two 
major  heads  of  the  list  of  articles  on  the  import  tariff, 
including  some  of  the  coarser  kinds  of  cotton  goods, 
were  altogether  exempted  from  duty,  and  in  the  same 
year  the  inland  customs  duties  on  sugar,  which  bad 
yielded  an  annual  revenue  of  150,000/.,  were  abolished. 
In  1879  the  whole  of  the  coarser  grey  cotton  goods  were 
exempted  from  import  duty  with  a  sacrifice  of  300,000/., 
and  the  export  duties  on  indigo  and  lac  were  removed, 
leaving  nothing  except  rice  subject  to  export  duty. 
Notwithstanding  these  reductions,  amounting  altogether 
to  nearly  a  million,^  the  revenue  was,  in  consequence  of 
the  great  increase  of  trade  and  prosperity,  larger  in 
1880-81  than  it  was  twelve  years  before. 

The  net  Salt  revenue  {k)  has  increased  from  5,462,501/. 
in  18G9-70,  to  0,573,000/.  in  1881,  or  more  than 
1,000,000/.  In  the  four  years,  from  1869-70  to  1872-7S, 
the  annual  average  net  receipts  from  salt  were  5,562,064/. ; 
from  1873-74  to  1870-77  they  were  5,717,465/. ;  and 
from  1877-78  to  1880-81  they  were  6,461,454/1 
Although  tlie  increase  has  been  more  rapid  during  the 
last  four  years,  it  has  gone  on  steadily  through  the 
whole  period,  since  1809-70;  and,  as  will  be  shown 
further  cm,  this  has   been   accompanied  by  a    reduc- 

'  1875-70.     Import  and  export  duties  reiuovedp  and 

p^iiornl  rAt4^  of  importa  reducvd .  .  £906,000 

lb78-71).     Import  duties  and  inland  sugar  dutiea 

n^moved  .....    2a3/XX) 

lH7l)-K).    Import  and  export  duties  rt^moved       .    361,000 

Total  .l^nfiOO 

bi^jtides  remisMons  of  duty  previous  to  \*<7fi  on  abawlii,  wht«t,  aod  kc  djf 
exported,  and  on  Tarit)UB  articles  import4)d. 
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tion  of  duty,  and  of  the  price  of  salt  in  the  greater 
part  of  India. 

The  net  revenue  from  Stamps  and  Registration  (/)  has 
increased  from  2,280,670/.  in  1869-70  to  3,243,000/.  in 
1880-81,  an  increase  of  nearly  1,000,000/.  The  growth 
of  these  branches  of  revenue  has  been  steady.  They 
yielded  an  average  sum  of  2,400,733/.  from  1869-70  to 
1872-73 ;  2,695,655/.  from  1873-74  to  1876-77 ;  and 
3,098,359/.  from  1877-78  to  1880-81.  The  stamps 
are  both  judicial  and  commercial.  Before  1879-80 
registration  was  included  in  the  accounts  under  the 
head  Law  and  Justice^  but  for  the  past  two  years  a 
separate  head  has  been  specially  made  for  this  branch 
of  the  administration,  the  net  revenue  from  which 
is  expected  to  increase.  In  1880-81  it  amounted  to 
112,000/. 

The  total  net  sum  received  from  all  kinds  of  taxation 
properly  so  called  was  14,365,298/.  in  1869-70,  and 
18,546,000/.  in  1880-81  ;  an  increase  of  4,180,702/. 
From  1869-70  to  1872-73,  the  average  annual  receipts 
were  15,189,588/. ;  from  1873-74  to  1876-77  they 
were  15,137,106/.  ;  from  1877-78  to  1880-81  they 
were  1 7,740,792/.  Thus  the  whole  increase  has  taken 
place  in  the  last  period  of  five  years. 

With  the  exception  of  the  famine  taxation,  however, 
no  fresh  taxes  have  been  imposed  in  India  during  the 
last  ten  years,  and  although  the  old  ta;xes  have  become 
greatly  more  productive,  this  has  been  the  result  of  in- 
creased prosperity  and  improved  administration,  and 
not  of  any  enhancement  of  their  rates.  The  truth  is  that 
although  there  has  been  some  redistribution  of  the 
public  burdens,  with  the  object  of  making  their  inci- 
dence more  equitable,  the  total  weight  of  taxation  has 
not  been  increased,  but  reduced  during  the  last  twenty 
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years.  The  remissions  of  Customs  duties  alone,  in  the 
last  five  years,  have  nearly  equalled  in  amount  the 
whole  sum  now  yielded  by  the  licence  tax  and  tlie 
famine  rates  put  together. 

Taking  together  all  sources  of  revenue,  the  net 
receipts  have  risen  from  42,375,176/.  in  1869-70  to 
49,431,000/.  in  1880-81.  This  increase  of  7,055,824i 
has  been  spread  in  tlie  most  satisfactory  way  over  aD 
the  great  branches  of  the  revenue.  There  is  every  sign 
that  this  will  continue,  but  whatever  may  happen  here- 
after, we  may,  at  least  for  the  present,  dismiss  as 
erroneous  all  statements  regarding  the  absence  of 
elasticity  in  the  revenues  of  India.  If  they  have  ooC 
sliown  themselves  to  be  elastic  it  is  difficult  to  conceiTe 
what  elasticity  means. 
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CHAPTER  IV. 

PROGRESS  AND   PRESENT  CONDITION   OF  THE   REVENUE 

AND   EXPENDITURE. 

The  Expenditure  from  1869  to  1881. 

CHARGES  UNDER  LAKD  RETENUE  INCXT7BE  COST  OF  nTTKRHAL  ABSDnBIlA- 
TION — ADMIKI8TEATI0N  AND  MINOR  DEPABIMS5TB — TOTAL  CHARfiV  FOt 
EFFECTIVE  CIYIL  SERVICES — NON-EFFBOTITB  'CIVIL  CHAROEB — iJIWM 
ON  DEBT — PUBLIC  WORKS  CHARGES— GUARANTIED  RAILWAYS — PlC»rC- 
TIVE  PUBLIC  WORKS — ORDINARY  PUBLIC  WORKS — LOSS  BY  XZCHAJIffl' 
ARMY — INCREASE  OF  MILITARY  CHARGES  AND  NBCBB8ITY  FOB  BOfCO- 
TIONS — PROVINCIAL  SURPLUS  AND  DEFICIT — EXPLANATION  OP  TIBi 
ENTRIES — GENERAL  CONCLUSIONS  AS  TO  GROWTH  OF  EXFBNDITUBX. 

The  progress  of  the  net  expenditure  during  the  same 
twelve  years  will  next  be  considered. 

The  head  Land  lievenue  (l)  has  been  exhibited  in 
the  statements  given  in  the  Appendix,  both  on  the 
revenue  and  expenditure  side  of  the  account,  instead  of 
appearing  net  on  the  revenue  side  only,  because  the 
expenditure  recorded  under  the  head  Land  Revenue 
does  not  truly  or  exclusively  represent  the  cost  of 
collecting  that  revenue,  but  is  incurred,  to  a  large 
extent,  for  tlie  internal  general  administration.*     There 

*  For  the  year  1879-^<0  the  total  expenditure  recorded  under  the  bead 
'  land  revenue  *  is  2,1)37,18/)/.  Of  this  22^^0i)/.  was  commianon  on  ci^UcctioBi 
of  capitation  tax,  which  Rhould  properly  be  deducted  from  the  former  ftiid 
charpTf^d  to  the  latter  liead.  ()f  the  remninder,  02'),55(V.  rf*praeents  chaij^ 
for  revenue  survey,  MtUemeut,  conimisMion  on  land  revenue  collectioof, 
management  of  government  estaten,  procoAA-fforving,  and  malilumn  to  pn^> 
pricton*;  then**  might  properly  bi»  m^X  off  againnt  land  revenue.  Theivaiv 
al8o  chargBM  amounting  to  706,310/.,  dof«cribed  an  '  allowanced  to  district  and 
village  officern/  of  which  aliout  5.'M(/MK)/.  would  in  mont  provinces  be  ex* 
eluded  from  the  land  ruvenuo  account,  tlie  balance  Ix^longing  to  the  gc^nerml 
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xe  numerous  departments  of  the  public  service  which 
tre  administered  by  the  Collectors  of  the  land  revenue, 
he  connection  of  which  with  that  revenue  is  only  indi- 
ect.  The  greater  part  of  the  direct  charges  connected 
nth  the  actual  collection  of  the  land  revenue  does  not 
ippear  in  the  accounts  at  all.  They  form  a  part  of 
he  village  expenses,  and  in  most  provinces,  though 
.ssessed  with  the  land  revenue,  are  paid  directly  by 
he  landholders  to  the  village  servants.  A  portion 
f  the  salaries  of  the  district  officers  is  now  shown 
mder  the  head  '  Law  and  Justice,'  on  the  ground  that 
hey  have  also  magisterial  duties  to  perform,  the  divi- 
ion  of  the  charges  between  '  Land  Eevenue '  and  '  Law 
nd  Justice  '  being,  however,  quite  arbitrary.  Li  most 
provinces  a  moiety  is  charged  under  each  head,  but 
a  Madras  four-fifths  is  charged  to  Land  revenue,  and 
ne-fifth  to  Law  and  Justice.  These  arrangements  are 
omplicated  and  misleading,  and  it  would  be  an  im- 
provement if  the  expenditure  on  account  of  the  salaries 
f  the  district  officers  and  their  establishments,  now 
ecorded  under  Land  Revenue,  and  Law  and  Justice, 
rere  shown  under  the  general  head  Administration. 

The  expenditure  charged  under  '  Land  revenue ' 
as  varied  little  during  the  last  twelve  years.  It  was 
,790,375/.  in  1869-70,  and  2,956,000/.  in  1880-81. 
'his  shght  increase  of  155,625/.  has  been  due,  for  the 
lost  part,  to  the  creation  of  new  districts  in  British 
iurma,  the  North -Western  Provinces,  and  Oudli,  and 
)  various  administrative  improvements.  The  recent 
2gulations  for  the  admission  of  natives  of  India  to  tlie 
igher  ranks  of  the  civil  administration,  on  a  lower 

Iministratioii.  The  remainder,  or  1,520;685/.,  is  the  cost  of  the  district 
Boers  (coUectors,  assistant  commissioDers,  &c.)  and  their  estahlishments, 
id  other  general  charges  relating  to  the  administration  of  the  districts. 
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scale  of  emolument  than  that  applied  to  officers  who 
enter  the  service  by  competition  in  England  (among 
whom  no  distinction  of  salaries  is  made,  be  they  English 
or  Indian),  will  tend  to  future  economy,  and  as  the 
heavy  charges  connected  with  settlement  operations  are 
Ukely  soon  to  cease,  no  considerable  future  increase  of 
expenditure  imder  the  head  of  Land  revenue  is  probable. 

Under  the  head  Administration  (2),  the  cost  of  the 
whole  civil  admhiistration,  down  to  the  grade  of  Commis- 
sioners of  division,  is  sliown.  It  includes  all  the 
charges,  both  in  England  and  India,  on  account  of  the 
Secretary  of  State,  the  Viceroy,  Governors,  Lieutenant- 
governors,  Councils,  &c.  There  has  been  little  variation 
in  the  amount  during  the  twelve  years  ;  it  was 
1,434,728/.  in  1869-70,  and  1,543,000/.  in  1880-81.  It 
is  satisfactory  to  see  that  under  this  head  the  increase 
has  been  so  small. 

For  the  Minor  Departments  (3),  such  as  the  trigo- 
nometrical and  toi)ographical  surveys,  model  farms 
cinchona  i)lantations,  census,  &c.,  it  is  unnecessary  to 
give  details.  The  whole  net  charges  incurred  arc  small 
and  are  less  now  than  they  were  in  1872-73,  in  which 
year  they  stood  highest,  at  377,217/. 

The  Mint  (4)  charges  are  in  many  years  more  tlxan 
covered  by  the  receij)ts,  which  consist  of  seigniorage 
and  gain  on  the  coinage  and  miscellaneous  items.  The 
highest  net  expenditure  in  the  twelve  years  was  32,859/., 
and  the  highest  net  revenue  was  311,776/.  The  prin- 
cipal cause  of  variation  is  the  quantity  of  money  coined. 
The  smaller  tlu*  amount  coined  the  more  is  the  net  c*o?t 
to  the  government.  In  the  twelve  years  ending  Man*h 
31,  1881,  nearly  70,0(K),(KM)/.  was  coined  hi  the  Indian 
mints,  almost  entirely  in  silver.  The  net  receipt  realised 
during  that  period  was  nearly  050,000/. 
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Taking  the  Post  office  (5),  and  Telegraph  (6),  toge- 
ther, there  has  been  a  net  reduction  of  expenditure 
of  119,649/.,  the  former  showing  an  increase  and  the 
latter  a  decrease.  The  net  cost  of  the  Post  oflGice  was 
33,409/.  in  1869-70,  and  153,000/.  in  1880-81,  an  in- 
crease of  119,591/.  Its  administration  has  been  excel- 
lent. The  development  of  the  business  performed  by 
the  post  office,  and  of  the  efficiency  of  the  service,  is 
out  of  all  proportion  to  the  increase  of  charge.  It  has 
hitherto  not  been  the  policy  of  the  government  to  treat 
the  post  office  as  a  source  of  revenue,  but  to  use  the 
constantly  growing  receipts  in  increasing  the  usefulness 
and  efficiency  of  the  department.  In  no  country  in  the 
world  are  lower  charges  made  than  by  the  Indian  post 
office  for  the  many  and  great  public  services  which  it  per- 
forms. Under  the  head  of  Telegraph  the  net  charge 
was  296,267/.  in  1869-70,  while  in  1880-81,  after  provid- 
ing a  large  sum  for  capital  outlay,  there  was  a  net  revenue 
of  35,000/.,  an  improvement  amounting  to  331,267/. 

It  was  mentioned  that  the  charges  under  Law 
and  JuMice  (7)  include  a  portion  of  the  pay  of  district 
officers.  The  creation  of  new  districts  has  thus  led  to 
an  increase  in  these  charges  ;  but  tlie  general  judicial 
administration  has  been  much  improved  and  the  courts 
have  been  made  more  efficient,  and  mucli  of  the  in- 
crease under  this  head  has  been  due  to  the  increased 
cost  of  maintaining  prisoners  in  jails,  owng  to  the  pre- 
valence in  many  parts  of  the  country  of  famine  and 
war  prices.  The  net  expenditure  under  this  liead  was 
2,145,233/.  in  1869-70,  and  2,595,000/.  in  1880-81, 
an  increase  of  449,767/. 

The  net  charge  for  Police  (8)  has  varied  very 
little  during  the  twelve  years.  In  1869-70  it  was 
2,223,837/.,  and  in  1880-81  it  was  2,282,000/. 
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The  charge  under  Marine  (9)  was  989,793/.  in 
1869-70  and  325,000/.  in  1880-81,  but  in  the  former 
year  there  were  exceptional  and  nominal  charges  under 
this  head,  amounting  to  320,000/.,  on  account  of  cer- 
tain Bengal  marine  funds  which  were  written  off.  Tlie 
net  expenditure  in  subsequent  years  has  varied  a  good 
deal ;  the  highest  amount  was  466,934/.  in  1876—77,  and 
the  lowest  was  272,653/.  in  1879-80. 

Under  Education  (10),  the  expenditure  was 
756,445/.  in  1869-70  and  839,000/.  in  1880-81; 
an  increase  of  82,555/.  It  is  to  be  r^retted  that 
the  increase  has  not  been  larger.  Too  much  money 
is  spent  by  the  Government  in  giving  to  the  richer 
classes  a  superior  education  for  which  they  ought  to 
pay  themselves,  while  too  little  is  spent  on  elementary 
instruction  for  the  masses  of  the  poor.  It  is  true  that 
in  this  respect  matters  are  better  than  they  were. 
Excepting  in  the  North-Westem  Provinces,  where  an 
excellent  system  of  village  schools  had  already  been 
established  by  Mr.  Thomason  and  other  enlightened 
men,  tliere  were,  twenty-five  years  ago,  in  British  India 
only  about  2,000  schools  maintained  or  aided  by  the 
Government,  witli  about  90,000  scholars.  Including 
the  North-Western  Provinces,  there  were  about  8,000 
schools,  and  190,000  scholars.  In  1879,  the  number  of 
8(»ho<)ls  was  G3,f)()0,  and  the  number  of  scholars  wa» 
1,800,000.     IJut  much  remains  to  be  done. 

The  net  exj^enditure  under  the  head  of  EccUsiaAli- 
cal  (11)  has  remained  practically  unalterc<l.  Under 
Medical  (12)  tlie  expenditure  was  445,360/.  in  1869-70- 
and  028,000/.  in  1880-81,  an  increase  of  182,640/. 
This  signifies  a  greater  number  of  hospitals  and  di§- 
j)cnsaries,  and  is  matter  for  congratuhition.  The  Poli- 
tical cvpeiuUttire  (13)  has  slightly  increased.  The  ex- 
|)cnditure  for  Stationery  ami  printituj  (14)  is  large,  but 
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;  is  difficult  to  overstate  the  advantage  to  the  admin- 
itration  and  to  the  despatch  of  public  business 
esulting  from  the  free  use  of  printing.  A  consider- 
ble  reduction  under  this  head  was  made  in  1871-72 
nd  1875-76,  but  it  was  not  maintained.  The  expen- 
iture  under  the  four  heads  ecclesiastical,  medical,  poli- 
Icsly  and  stationery  and  printing,  was  1,383,640/.  in 
869-70,  and  1,736,000/.  in  1880-81,  an  increase  of 
52,360/. 

Taking  altogether  the  fourteen  heads  under  which 
le  effective  civil  services  are  distributed,  and  which 
ave  been  detailed  above,  the  average  net  annual  ex- 
enditure  was  11,771,842/.  from  1869-70  to  1872-73 ; 
2,403,268/.  from  1873-74  to  1876-77 ;  and  12,457,158/. 
•om  1877-78  to  1880-81.  The  expenditure  was 
2,188,152/.  m  1869-70,  and  12,723,000/.  m  1880-81, 
a  increase  of  534,848/. — a  moderate  sum  when  we  con- 
der  the  immensely  improved  efficiency  of  the  adminis- 
•ation,  and  the  fact  that  much  of  the  increase  has  been 
ue  to  a  rise  in  prices. 

The  net  charges  for  Furlaugh  allowances  (15) 
ave  increased  since  1869-70  ;  in  that  year  they  were 
57,918/.,  and  in  1880-81  they  were  224,000/.  But 
lis  is  only  nominal,  and  is  due  to  a  change  of  system 
I  the  accounts.  During  the  last  eight  years  they  have 
sen  stationary  and  have  shown  no  tendency  to  increase. 

The  charge  for  Superannuation  allowances  (16)  has 
)ne  on  steadily  growing  during  the  last  twelve  years, 
he  charges  shown  in  the  Appendix  under  this  head 
•e  larger  than  those  in  the  published  returns  in  con- 
quence  of  the  omission  in  the  former  of  a  portion  of 
le  receipts,  which  are  only  book  entries,  and  which 
•event  a  proper  comparison  of  the  actual  charges. 
lie  charge  thus  corrected  was  993,581/.  in  1869-70,  and 
864,000/.  in  1880-81.     This  increase  has  been  mainly 
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due  to  the  growth  of  the  civil  establishments  during 
the  past  half-century,  and  it  is,  to  some  extent,  a  sign 
of  greater  eflSciency  in  the  public  service,  and  of  the 
determination  to  get  rid  of  worn-out  and  incompetent 
oflGicers.  The  large  reductions  lately  made  in  the 
public  works  establishments  have  been  a  serious  cause 
of  increase  under  this  head. 

Taking  the  furlough  and  superannuation  allowances 
together,  the  charges  were  1,151,499/.  in  1869-70,  and 
2,088,000/.  in  1880-81 ;  an  increase  of  936,501/.  The 
average  annual  amoimt  was  1,278,130/.  from  1869-70 
to  1872-73;  1,660,286/.  from  1873-74  to  1876-77; 
and  1,975,490/.  from  1877-78  to  1880-81.  Thus  there 
was  an  increase  of  382,156/.  in  the  second  four  years, 
and  a  further  increase  of  315,204/.  in  the  last  four 
years. 

The  payments  under  the  head  Allowances  and 
Assignments  under  treaties  (17)  fell  from  1,863,615/.  in 
1869-70  to  1,646,093/.  in  1877-78,  chiefly  by  the 
gradual  lapse  of  political  pensions,  which  form  a  large 
portion  of  this  charge.  In  the  last  three  years  the 
amount  lias  again  increased  owing  to  the  payments 
made  to  some  of  the  states  of  Rajputana  on  their  trans- 
ferring their  right  to  collect  salt  duties  to  the  British 
Government.  The  expenditure  for  1880-81  is 
1,908,000/.,  of  which  about  700,000/.  is  for  political 
pensions,  350,000/.  for  compensations  of  various 
descriptions,  and  tlie  remainder  represents  alienations 
of  the  land  revenue,  cliiefly  in  Madras  and  Bombay, 
which  in  other  parts  of  India  would  be  dealt  with  as 
deductions  and  not  appear  in  the  public  accounts  at 
all.     These  charges  have  no  tendency  to  increase. 

The  apparent  net  charge  for  Interest  on  debt  (18) 
has  risen  from  5,245,187/.  to  5,655,000/.,  or  409,8181 
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In  fact,  however,  there  has  been  not  only  no  real  m- 
erease,  but,  as  will  be  presently  shown,  a  large  reduc- 
tion of  burden  on  the  taxpayer,  because  we  must  set 
off  against  the  charge  for  interest  on  the  money 
borrowed  for  productive  pubUc  works,  the  net  income 
received  from  them. 

The  growth  of  the  income  from  railways  and 
canals  has  not  been  the  sole  cause  which  has  led  to  the 
virtual  diminution  of  the  interest  charge  notwithstanding 
the  increase  of  the  debt.  Owing  to  the  steady  improve- 
ment in  the  credit  of  the  Government  of  India,  a  large 
amount  of  interest  has  been  saved  by  the  repeated 
conversion  of  debt  bearing  higher  interest  into  debt 
bearing  lower  interest.  In  India,  in  1869,  there  was 
30,500,000/.  of  the  debt  bearing  interest  at  5.^  and  5 
per  cent. ;  in  1880  there  was  in  place  of  it,  23,500,000/. 
debt  at  4^  per  cent,  and  7,000,000/.  at  4  per  cent. 
A  similar  improvement  has  taken  place  in  the  Home 
debt.  In  1869-70, 22,200,000/.  of  this  debt  bore  interest 
at  5  per  cent.  Practically  no  part  of  the  sterling  debt 
now  bears  interest  above  4  per  cent.,  and  the  success 
last  year  of  the  3^  per  cent,  loan  shows  that  further 
reductions  may  be  anticipated.  The  capital  of  the 
debt  in  England  has  increased  by  about  40,000,000/., 
but  the  interest  has  increased  by  little  more  than 
100,000/.  The  general  result  is  that  the  average  rate 
of  gross  interest  charge  on  the  whole  Indian  debt  has 
fallen  from  46  per  cent,  in  1869-70  to  38  in  1880-81, 
or  about  ^  per  cent. 

Although,  however,  the  burden  of  interest  has 
diminished,  the  pohcy  of  constructing  productive  pub- 
Uc works  with  borrowed  money  has  necessarily  led  to 
a  constant  growth  of  the  capital  of  the  debt.  At  the 
commencement  of  1869-70  the  total  debt  in  India  and 
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in  England  was  9T.379.000/. :  at  the  end  of  1880-81  it 
was  1o7.149jXX»/-  an  increase  of  59,770,000/.  Durii^ 
these  twelve  years  38,41  o.OCK)/.  has  been  spent  od 
produerive  public  works,  besides  1 0,208,000/.  pro- 
vided in  pan  payment  for  the  Eiist  India  Railway 
on  i:s  purchase  in  1880,  and  7,456,000/.  advanced 
as  loans  to  Native  states,  corporate  bodies,  and  in- 
dividuals, on  interest :  this  accounts  for  nearly  the  whole 
increase. 

The  total  net  expenditure  on  Piihlic  icorh  (19) 
of  all  kinds  met  from  revenue,  including  payments  of 
guaranteed  interest,  but  excluding  the  public  works 
portion  of  the  interest  on  debt,  and  the  credits  received 
on  account  of  increased  land  revenue  due  to  irrigation, 
was  in  1869-70  6,635,796/.,  and  in  1880-81  it  was 
3,852,000/.  Combining  the  charge  for  interest  on 
debt  and  for  pubhc  works,  it  will  be  seen  that  the 
total  net  outlay  under  these  two  heads  has  been  reduced 
from  11,880,983/.  in  1809-70  to  9,507,000/.  in  188l>-81, 
that  is,  by  2,373,983/..  a  result  essentially  due  to  the 
iirowth  of  the  pubhc  works  income. 

The  accounts  are  now  prepared  so  as  to  distinguish 
the  part  of  the  interest  chargeable  on  the  borrowed 
capital  spent  on  public  works  from  the  other  interest. 
Makin*'  this  division,  the  net  interest  on  ordinary  debt 
was  5,'l51,579/.  in  18G9-70,  and  in  1880-81  it  was 
reiluccd  to  3,300,000/.,  a  decrease  of  1,851,570/.  The 
iniblic  works  portion  of  the  interest  increased  in  the 
same  time  fn»m  93,008/.  to  2,355,000/.,  or  by  2,261,392/., 
the  net  increase  being,  as  iK-fore  stated,  409,813/. 

Including  the  charges  on  account  of  the  guaranteed 
riilwav-  and  the  public  works  portitm  of  the  interest 
on  debt,  and  taking  credit  for  the  huTeased  land  reve- 
nue  due  to  irrigation,  the  net  pubhc^  works  expenditun. 
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II  all  accounts  wa^  6,601,000/.  in  1869-70,  and 
,506,000/.  in  1880-81,  showing  a  decrease  of 
,095,000/. 

The  net  charge  for  guaranteed  railway  interest,  in- 
luding  the  East  Indian  railway  (after  allowing  for 
le  set-off  obtained  from  the  net  traflSc  receipts),  which 
1 1869-70  was  1,498,000/.,  was  converted  in  1880-81 
ito  a  net  receipt  of  337,000/.,  showing  an  improve- 
lent  of  1,835,000/. 

The  pubUc  works  classed  as  productive,  or  those 
ielding  revenue,  taking  account  of  all  interest  charges 
nd  all  net  mcome,  led  to  a  net  revenue  of  299,000/. 
1 1869-70  and  to  a  net  charge  of  532,000/.  in  1880-81. 
a  this  period  the  net  income  had  increased  from 
43,000/.  to  1,529,000/.,  the  interest  charge  at  the 
ame  time  having  grown  from  144,000/.  to  2,061,000/. 

The  public  works  expenditure  under  all  heads  not 
lassed  as  productive,  including  roads  and  buildings 
f  all  descriptions,  was  5,311,000/.  in  1869-70  and 
,312,000/.  in  1880-81,  exclusive  of  the  large  out- 
ly  in  the  last  year  on  the  frontier  railways,  which  has 
een  treated  as  a  contingency  of  the  Afghan  war. 
liis  class  of  outlay  was  summarily  reduced  by  Lord 
[ayo  in  1870-71  by  more  than  1,000,000/.,  as  he  was 
itisfied  that  it  had  become  more  than  the  country 
ould  afford,  but  it  was  again  increased,  until  in  1873 
74  it  stood  at  5,382,000/.  From  1876-77  to  1879-80 
remained  at  about  4,500,000/.,  in  1880-81  rising 
gain  to  5,312,000/.  The  reduced  expenditure  be- 
ween  1876  and  1879  was  in  some  measure  due  to 
estrictions  imposed  in  consequence  of  the  pressure, 
rst  of  famine  rehef,  and  afterwards  of  the  Afghan 
rar,  and  the  increase  in  the  last  year  has  followed  on 
lie  removal  of  those  restrictions,  and  will  be  met,  to  a 
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great  extent  at  least,  from  the  accumulated  balances  of 
the  Provincial  governments. 

The  whole  subject  of  the  expenditure  on  public 
works,  and  its  effect  on  the  public  debt  and  the 
charges  for  interest,  will  be  more  fully  gone  into  sub- 
sequently, but  the  foregoing  summary  will  show  that 
so  far  from  there  having  been  any  increase  of  the 
pubUc  burdens  on  this  account,  there  has  been  a  relief 
now  amounting  annually  to  nearly  2,800,000/.  sterling. 

The  next  head  of  expenditure  requiring  notice  is 
Lo^s  by  E.vchaiufe  (20).  It  arises  partly  upon  the 
transactions  with  the  guaranteed  Railway  companies, 
but  chiefly  upon  the  sale  of  the  Rupee  bills  of  the 
Secretary  of  State.  The  diflScult  problems  suggested 
by  this  most  serious  burden,  over  which  the  Govern- 
ment of  India  is  unable  to  exercise  any  control,  are 
treated  of  in  another  chapter.  Here  it  will  only  be  re- 
marked that  among  all  the  causes  of  financial  anxiety 
in  India  there  has  been,  for  some  years  past,  no  cause 
whi(*h  can  for  a  moment  be  compared  with  this  in  im- 
portance. In  consequence  of  the  great  fall  in  the  gold 
])rice  of  silver,  the  loss  incurred  by  the  Government  of 
India  on  its  remittances  to  England  has  assumed  most 
formidable  i)roi)ortiims.  In  1809-71),  tlie  loss  by  ex- 
chancre  was  102,780/.;  hi  1880-81,  it  was  2,553,000/.; 
an  imTcase  of  2,450,214/.  In  the  four  years  fipom 
1809-70  to  1872-7S  the  average  annual  charge  was 
270,152/. ;  from  1873-74  to  1870-77  it  was  951,170/. ; 
from  1877-78  to  1880-81,  it  was  2,304,050/. 

The  cost  of  the  Anny  (21),  apart  of  course  from 
war,  has  increased  during  the  twelve  years  by  218,866/. 
It  was  15,247,134/.  in  1809-70,  and  15,460,000/.  in 
1880-81.  It  was  intermediately  rmIucchI  by  more  than 
a  million;  and  was  at  its  lowest  pohit,  14,218,378/.,  m 
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1873-74.  Prom  1869-70  to  1872-73  the  average 
annual  charge  was  14,922,773/. ;  from  1873-74  to 
1876-77  it  was  14,433,550Z. ;  from  1877-78  to  1880-81 
it  was  15,636,006/.  This  increase  has  for  the  most 
part  been  caused,  directly  or  indirectly,  by  changes  of 
system  which  have  been  introduced  at  various  times, 
and  has  fallen  chiefly  on  the  non-efiective  charges,  the 
growth  of  which  has  more  than  swallowed  up  the  im- 
portant economies  carried  out  in  the  effective  charges. 
The  additional  payments  in  the  shape  of  pensions  and 
their  capitalised  values,  which  have  been  unavoidable 
consequences  of  the  aboUtion  of  the  old  Indian  army, 
have  increased  the  yearly  non-effective  charge  by 
750,000/.,  and  the  increase  in  payments  on  account  of 
the  European  troops  who  have  served  in  India  amounts 
to  about  half  that  sum.  This  increase  of  miUtary  ex- 
penditure, which  from  its  nature  has  been  beyond  the 
power  of  the  Government  of  India  to  control,  is  the 
most  unsatisfactory  part  of  the  financial  history  of  the 
last  few  years.  No  subject  was  more  anxiously  con- 
sidered by  Lord  Lytton.  He  was  convinced  that  the 
military  charges  were  excessive,  while  at  the  same  time 
the  army  in  India  was,  in  some  respects,  far  from  being 
as  eflScient  an  instrument  as  could  be  desired.  I  am  not 
competent  to  criticise  the  details  of  military  organisation 
and  administration,  but  there  can  be  no  doubt  that  many 
of  the  highest  military  authorities  concur  with  this 
opinion  of  Lord  Lytton.  In  1879  he  appointed  a  special 
commission  to  inquire  into  these  subjects.  It  had  for  its 
president  Sir  Ashley  Eden,  one  of  the  most  eminent  of 
Indian  administrators,  and  it  included  among  its  mem- 
bers some  of  the  most  distinguished  of  Indian  soldiers, 
among  whom  may  be  named  Sir  Frederick  Eoberts  and 
Sir  Peter  Lumsden.     There  were  some  subjects,  in  a 
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great  measure  political  in  their  nature,  on  which  there 
was  a  difference  of  opinion  in  the  commission,  but  on 
almost  all  the  important  military  questions  its  con- 
clusions were  unanimous.  It  declared  its  behef  that, 
if  its  recommendations  were  adopted,  the  strength  and 
efficiency  of  the  army  in  peace  and  war,  and  the  popu- 
larity of  the  service,  would  be  greatly  increased,  and 
that  without  the  sacrifice  of  anything  that  had  any 
value,  the  military  expenditure  in  India  might  be  re- 
duced by  1,250,000/.  a  year. 

I  know  how  the  powers  of  obstruction  and  pre- 
judice and  laissez  faire^  both  in  India  and  in  England, 
are  apt  to  stop  attempts  at  army  reform,  and  to  finistrate 
efforts  to  diminish  the  immense  miUtary  charges  now 
imposed  on  the  country.  I  am  not  sanguine  that  we 
shall  soon  see  them  very  largely  decrease,  but  that  they 
ought  to  be  decreased  there  can  be  no  doubt  what- 
ever. It  is  not  only  in  India  that  attention  to  the  sub- 
ject of  Indian  military  expenditure  is  required.  The 
Government  of  India  has  never  concealed  its  opinion 
that  in  apportioning  the  charges  which  have  to  be 
shared  between  the  two  countries,  and  when  the  in- 
tere&>ts  of  both  English  and  Indian  taxpayers  have  been 
at  M<take,  India  has  sometimes  reireived  a  scant  measure 
of  justice.  This  feeling  has  been  hicreased  by  the  know- 
ledge, learned  by  the  experience  of  the  past,  that  this 
is  a  matter  in  which  India  is  helpless.  It  is  a  fact,  the 
gravity  of  which  can  hardly  be  exaggerated,  that  the 
Indian  revenues  are  liable  to  have  great  charges  thrown 
ui)on  them  without  the  Government  of  India  having 
any  j)ower  of  ellectual  remonstrance.  The  extension 
to  India  of  the  numerous  incasurcN  taken  in  England  to 
improve  the  po.sitioii  of  the  <»llirLTs  and  soldiers  of  the 
army  wa.s  no  doubt  right  and  unavoidable,  but  the  fact 
that  heavy  additional  ex])enditure  has  thus   been  in- 
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curred  by  India  gives  her  a  claim  to  expect  that  no 
1  efforts  shall  be  spared  to  diminish  charges  which  are 
unnecessary,  or  of  which  she  bears  too  large  a  share. 

The  heading  Provincial  and  Local  Surplus  or  Deficit 
(22),  requires  a  few  words  of  explanation.  Under  the 
system  of  Provincial  finance  initiated  under  the  Govern- 
ment of  Lord  Mayo,  of  which  a  fiill  description  will  be 
given  in  the  sequel,  contracts  are  made  in  respect  of 
certain  branches  of  revenue  and  expenditure  between 
the  Imperial  and  Local  Governments,  the  Local  Govern- 
ment being  entitled  to  receive  credit  in  their  account  with 
the  Imperial  treasury  for  any  saving  they  may  effect,  and, 
per  contra,  being  bound  to  make  good  any  excess  charge 
they  may  incur,  the  balance  at  their  credit  remaining  at 
their  disposal  from  year  to  year,  and  not  lapsing  to  the 
Imperial  treasury  as  in  the  case  of  ordinary  grants 
from  the  revenue.  The  Provincial  surplus  thus  in  fact 
represents  an  addition  to  be  made  to  the  Provincial 
balance  by  the  Imperial  Government,  and  the  Provincial 
deficit  a  payment  to  be  made  from  the  Provincial 
balance  to  the  Imperial  Government.  In  this  way, 
while  the  Imperial  and  Provincial  revenues  and  expen- 
diture are  brought  into  one  combined  account,  the 
true  separate  surplus  or  deficit  for  tlie  year  is  shown, 
both  on  the  Imperial  and  Provincial  accounts.  In  the 
four  years  1869-70  to  1872-73  there  was  an  average 
net  surplus  on  the  Provincial  accounts  of  338,967/.,  in 
the  next  four  years  from  1873-74  to  1876-77  there  was 
an  average  annual  net  deficit  of  279,714/.,  and  in  the 
last  four  years  from  1877-78  to  1880-81  there  was  an 
average  annual  net  surplus  of  446,074/.  The  final 
result  of  the  twelve  years  was  an  accumulated  net  sur- 
plus due  to  the  Provincial  Governments  of  2,021,309/. 
It  is  from  this  accumulation   that  the  Local  Govem- 
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ments  are  enabled  to  meet  the  increased  expenditure 
before  noticed,  for  ordinary  public  works,  many  of 
which,  though  not  productive  in  the  restricted  and  con- 
ventional sense  of  that  term,  will  nevertheless  yield 
direct  returns  and  develop  the  resources  of  the  country. 

I  have  now  referred  to  all  the  permanent  heads  of 
expenditure.  For  reasons  which  will  be  more  fully 
stated  hereafter  the  charges  on  account  of  Famine  relief 
and  War  are  not  here  included,  and  the  general  result 
is  that,  apart  from  these,  the  net  expenditure  which 
was  42,418,230/.  in  1869-70  was  44,335,000/.  in 
1880-81,  an  increase  of  1,916,770/.  For  more  full 
details  reference  may  be  made  to  the  statements  in  the 
Appendix. 

That  this  result,  always  excepting  the  increase  in  the 
last  five  years  of  the  normal  military  expenditure,  and 
the  increase  in  tlie  last  six  years  of  the  loss  by  exchange, 
is,  when  analysed,  higlily  satisfactory,  it  is  impossible  to 
deny.  It  shows,  in  the  first  place,  tliat  in  the  total  cost 
of  tliose  branches  of  tlie  Civil  Administration  over  which 
the  Government  of  India  lias  had  <*omplete  control  there 
has  been  no  increase  whatever  ;  there  has  been,  on  the 
contrary,  an  actual  diminution  of  charge.  This  has, 
to  a  great  degree,  been  due  to  the  measures  of  decen- 
tralisation, by  which  while  the  powers  and  responsibili- 
ties of  the  Provhicial  Governments  have  been  largely 
increased,  their  inducements  to  strict  economy  have  at 
the  same  time  been  ecjually  stimulated.  Next  it  is  seen 
that  the  apparent  inca^ease  of  expenditure  includes 
4in,(K)(}/.  of  interest,  but  that  in  reahty  the  burden 
under  this  head  has  been  reduced  by  about  3,500,000/. 
The  whole  of  the  remaining  increase  has  Ix^en  (*aused 
under  the  head  Ijosm  by  K.xchange  by  the  fall  in  the  gold 
price  nf  silver,  a  nuitter  absohitcly  beyond  the  control 
of  the  Government. 
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CHAPTER  V. 

PROGRESS    AND  PRESENT    COXDITION  OF  THE  RETKNUB  AKD 

EXPENDITURE. 

General  Results. 

BXASONB  FOB  XXCLITDnrO  CHAR6EB  FOB  FAMIHE  AKB  WAB  FBOX  Bimw 
OF  BBVENUn  AND  EXPENDITUBB — GENBBAL  BESULTB  OF  PA0T  TWSLTI 
TBAB8 — AMOUKT  OF  BUBPLTTB  EXCLITDIHe  FAJCTHX  AVD  WABf-COBU^ 
TI098  TO  BE  APPLIED  TO  n^SIIBX  PBOPEB  OOKPABISOSrS— BFVKT  OP 
FAMIlfE  AND  WAB  EXPENDITUBE  09  THE  BALANCE  OP  ORDnAMT  Bir» 
HUB  AND  CHABOES — BTATE3CENT  OF  ULTDIATB  DEFICIT— XBABinaB  XASBI 
TO  MEET  FUTUBE  FAMINE  OUTLAY — HOW  FAB  SUCCKSFUL — IJiPLI'Mliai 
ON  FINANCIAL  POSITION  OF  EXPENDITUBE  OF  BOBBOWBD  XOVBT  09 
PUBLIC  WOBKB — PBBBENT  NOBMAL  8UBPLUS  8UFFICIXNT  TO  AMOT  OP 
FUBTHEE  FISCAL  BEFOBM. 

The  charges  arising  from  famine  and  war,  which  have 
been  excluded  from  the  review  of  the  ordinary  expen- 
diture contained  in  the  preceding  chapter,  although 
uncertain  and  adventitious,  are  as  real  as  any  others, 
and  adequate  provision  has  equally  to  be  made  for 
them.  Heavy  expenditure  for  war  is,  however,  so 
exceptional  in  its  occurrence  that  it  is  neither  neces- 
sary nor  would  it  be  ])racticable  to  make  special 
provision,  in  anticipation,  for  meeting  it  from  the  ordi- 
nary yearly  revenues.  But  no  such  plea  can  be  uiged 
in  regard  to  famine.  Drought  and  scarcity  or  famine 
are  calamities  which,  under  present  circumstances  at 
least,  must  be  expected  to  recur  ])eriodicaUy  and  at 
comparatively  short  inteiTals,  and  the  cost  of  relieving 
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them  miiat  obviously,  under  a  sound  system  of  finance, 
be  provided  from  the  annual  revenues.  The  only  way, 
however,  of  making  such  provision  is  by  securing  a 
sufficient  surplus  of  revenue  assets  over  the  ordinary 
recurring  liabihties  of  expenditure ;  and  it  is  as  true  of 
charges  for  femine  relief  as  it  is  of  those  for  war,  that 
unless  they  are  separately  shown  the  normal  condition 
of  the  finances  cannot  be  understood,  nor  can  any 
comparison  be  made  between  the  financial  position  in 
different  years,  or  groups  of  years,  unless  these  great 
disturbing  elements  are  eliminated.  Thus,  for  example, 
the  expenditure  on  Famine  relief  in  the  last  three  years 
has  been  464,691/.,  while  in  the  previous  two  years 
it  was  7,512,306/.  It  would  give  a  totally  incorrect 
idea  of  the  comparative  condition  of  the  finances  in 
the  two  periods,  if  we  were  to  treat  the  famine  ex- 
penditure as  an  ordinary  incident  of  the  first  period, 
and  were  to  ignore  the  fact  that  in  the  second  period, 
although  Uttle  such  expenditure  was  actually  incurred, 
it  was  necessary  to  store  up,  so  to  speak,  during  this 
time  of  prosperity  resources  to  meet  the  inevitable 
requirements  of  the  future. 

While,  therefore,  due  consideration  will  be  given 
in  the  sequel  to  the  actual  charges  for  famine  and  war 
in  the  last  twelve  years,  and  the  efiect  produced  by  these 
charges  on  the  finances,  it  has  been  deemed  preferable, 
in  the  first  instance,  to  show  the  progress  of  the  reve- 
nues and  expenditure  apart  from  these  causes  of 
disturbance.  The  net  figures  have  also  been  taken 
because  they  give  a  more  accurate  idea  of  the  real  con- 
dition of  the  finances  than  figures  representing  the  gross 
receipts  and  charges. 

The  total  net  revenues  derived  not  only  from 
the   taxes,  but  from  Land,  Tributes,  Forests,  Opium, 
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and  Miscellaneous  sources  amounted  in  1869-70  to 
42,375,176^.,  and  in  1880-81  to  49,431,000/.,  showing  an 
increase  of  7,055,824/.  In  the  four  years  from  1869-70 
to  1872-73  the  average  annual  net  revenues  were 
43,316,740/.,  in  the  next  four  years,  from  1873-74  to 
1876-77,  they  were  43,251,038/.,  and  in  the  last  four 
years,  from  1877-78  to  1880-81,  they  were  47,760,828/. 
Thus  this  great  increase  has  taken  place  in  the  last 
four  years.  Before  1878-79,  the  net  revenues  never 
reached  44,250,000/. 

Making  a  similar  comparison  on  the  other  side 
of  the  account,  the  total  net  expenditure,  exclusive  of 
the  charges  on  account  of  famine  and  war,  and  omitting 
certain  exceptional  credits  of  the  assets  of  the  military 
funds  was  42,418,230/.  in  1869-70,  and  in  1880-81 
it  was  44,335,000/.,  an  increase  of  1,916,770/.  In  the 
four  years  from  1869-70  to  1872-73  the  average  annual 
net  expenditure  was  41,996,644/. ;  in  the  second  four 
years,  from  1873-74  to  1876-77,  it  was  41,891,180/.: 
in  the  last  four  years,  from  1877-78  to  1880-81,  it 
was  44,230,924/.  Thus,  us  with  the  net  revenue,  the 
greater  part  of  the  increase  of  net  expenditure  has 
orcurred  in  the  last  four  years.  It  reached  its  maxi- 
mum in  1878-79,  when  it  amounted  to  45,820,198/. 

Aj)art,  tlierefore,  from  famine  and  war,  a  comparison 
between  1869-70  and  1880-81  sliows  that  while  the 
net  revenue  increased  by  7,055,824/.,  the  net  expen- 
diture increased  by  1,916,770/.  ;  thus  the  financial 
position  was,  putting  aside  the  charges  for  famine 
and  war,  l)ctter  in  1880-81  by  5,139,054/.  than  it  was 
twelve  years  before. 

Setting  off  the  net  ex])enditure  against  the  net  reve- 
nue, exclusive  always  of  war  and  famine,  the  general 
results   for  the  twelve   years   would    be   to   show  an 
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a^r^ate  surplus  of  24,839,433/.,  distributed  over  the 
three  periods  of  four  years  as  follows  :— 

In  the  first  period,  an  average  of       .  1^20,096 

„  second  peri^        „  ...     1,850,868 

„  third  period  „  ...     8,529,904 

There  are,  however,  certain  corrections  to  the  fore- 
going comparisons  which  a  severe  criticism  of  the 
financial  position  might  appear  to  demand,  and  which 
it  may  be  well  to  notice. 

One  such  correction,  and  it  is  the  most  important, 
has  indeed  been  already  applied  by  excluding  from  credit 
sums  amounting  in  the  aggregate  to  3,599,212/.,  which 
were  transferred  to  revenue  under  the  head  *  Receipts 
in  aid  of  superannuation,  retired,  and   compassionate 
allowances,'  from  the  book  balances  of  the  military 
funds  when  the  Uabilities  of  those  funds  were  taken  over 
by  the  Government.    This  departure  from  the  published 
figures  was  before  mentioned.     It  is  unnecessary  to 
discuss  the  question  whether  the   procedure   adopted 
in  regard  to   these   funds   was,  as  a  mere   matter   of 
account,  accurate.     It  was  not  approved  by  the  Go- 
vernment of  India,  but  was  ordered  by  the  Secretary 
of  State.     Instead  of  the  whole  assets  being  credited  to 
revenue  as  soon  as  they  became  the  property  of  the 
State,  tliey  were  credited  piecemeal  year  by  year  in 
sums  varying  from  250,000/.  to  nearly  600,000/.,  and 
thus  the  annual  revenue  was,  for  a  number  of  years, 
artificially   increased.      These   nominal   credits  which 
added   nothing  to  the  revenue  have  therefore  in  the 
present  review   been   excluded.     The   wliole  of  these 
assets  have  now  been  brought  to  credit,  and  no  further 
disturbances   on  this  account  will  occur.     It  may  be 
mentioned  that  a  sum  of  3,051,918/.,  the  balance  of  the 
Civil  Service  Annuity  fund,  taken  over  by  the  Govern- 
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ment  in  1874-75  under  very  similar  circumstances,  was 
not  credited  as  ordinary  revenue,  and  has  not,  there- 
fore, disturbed  the  comparison  of  the  accounts.- 

There  are  two  other  items  of  expenditure  which 
are  treated  in  the  accounts  in  a  manner  to  which, 
on  examining  and  comparing  the  annual  financial 
results,  objection  might  be  taken.  These  are  the 
Loss  by  Exchange  and  the  expenditure  on  Bengal 
Opium. 

The  sums  recorded  annually  as  Loss  by  Exchange 
show  the  loss  on  the  actual  remittances  to  England  to 
meet  the  home  charges.  But  the  remittances  during 
the  twelve  years  fell  actually  short  of  the  whole  current 
requirements  of  the  Home  treasury  by  28,578,135(., 
and  this  amount  was  provided  by  borrowing  in  London. 
In  tlie  finance  and  revenue  accounts,  the  loss  by  ex- 
change on  this  sum,  amounting  to  1,773,427/.  is  not 
charged  ;  but  clearly  this  advantage  was  not  wholly 
real.  It  is  true  that  apart  from  the  direct  diminu- 
tion of  expenditure  thus  caused  under  the  head  Lo» 
by  Exchange,  the  current  finances  have  indirectly  bene- 
fited from  the  short  remittances  and  the  borrowings, 
wliich  may  have  led  to  some  improvement  in  the 
rates  of  exchange,  but  no  estimate  of  the  amount  of 
this  advantage  could  be  made.  But  on  the  other  hand, 
the  home  charges  have  been  increased  by  the  interest 
on  the  money  borrowed  to  replace  the  short  remit- 
tances ;  and  to  make  the  comparison  between  the 
several  years  really  fair,  there  should  be  added  to 
the  recorded  net  loss  by  exchange,  the  sum  by  which 
it  would  have  l)een  increased  if  the  whole  current  re- 
quirements of  the  Home  treasury  had  l^ecn  met  bj 
remittances  from  India  year  by  year,  while  the  interest 
paid  on   the    money  borrowed    to    make    good    the 
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deficiency  should  be  deducted  from  the  amount  re- 
corded under  the  head  of  Interest. 

The  expenditure  chained  in  each  year  under  the  head 
of  Opium  does  not  represent  the  actual  cost  of  opium 
sold  during  the  year.  The  conditions  of  the  opium 
revenue  will  be  explained  more  fiilly  hereafter,  but  it 
may  here  be  stated  that  the  recorded  expenditure  of 
each  year  represents  the  cost  of  the  crop  produced 
and  manufactured  in  that  year ;  while  the  quantity 
of  opium  sold  in  the  year  has  no  direct  relation  to  the 
crop  of  that  year,  but  is  fixed  with  reference  to  the 
average  crop  of  a  number  of  years,  and  to  the  necessity 
of  keeping  a  reserve  stock  to  meet  short  crops.  For 
the  purposes  of  a  comparison  of  the  general  financial 
position  in  different  years,  it  is  not  right  that  the 
finances  of  any  particular  year  should  benefit  by  the 
accidental  small  outlay  on  a  short  crop,  or  suffer  by 
the  laige  expenditure  on  a  bumper  crop.  During  the 
twelve  years  we  have  paid  1,105,299/.  more  than  the 
actual  cost  of  the  opium  sold,  and  this  sum  is  invested 
in  the  reserve  stock  of  Bengal  opium  actually  existing 
at  the  end  of  the  year  1880-81.  To  make  the  com- 
parison correct,  therefore,  the  expenditure  under  the 
head  of  Opium  should  be  adjusted  so  as  to  counteract 
this  excess  charge. 

The  effect  of  excluding  from  credit  the  amounts 
saved  by  short  remittances  to  England,  and  of  exclud- 
ing from  expenditure  the  amount  invested  in  the 
reserve  stock  of  opium,  would  on  the  whole  be  to 
lessen  the  accumulated  surplus  by  668,128/.  Such  an 
amount,  however,  is  of  little  importance  in  relation  to 
the  total  surplus,  which  amounts  to  nearly  25,000,000/., 
and  it  may  be  disregarded  for  practical  purposes. 

Introducing  now  the  exceptional   expenditure  due 
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to  famine  and  war,  it  will  be  found  that  in  the  twelve 
years  in  question  14,788,8192.  was  spent  on  famine 
relief,  and  that  the  net  charge  on  account  of  the 
Afghan  war  was  18,072,353/.,  or  in  all  32,861,172/. 
These  charges  therefore  convert  the  calculated  surplus 
of  24,839,433/.  on  the  ordinary  account  into  an  actual 
deficit  of  8,021,739/. 

Against  this  deficit,  however,  may  be  set  the  sur- 
plus amounting  to  2,021,309/.,  which  has  in  the  same 
period  accrued  to  the  local  governments,  so  that  the 
ultimate  deficiency  on  the  Imperial  and  Provincial 
accounts  together  is  only  6,000,430/.  This  has  been 
the  result  not  only  after  meeting  the  very  large  direct 
expenditure  before  stated  (32,861,172/.)  for  famine  and 
war,  but  after  losing  about  2,000,000/.  in  land  revenue 
in  the  Madras  presidency,  and  after  being  subjected  to 
the  vast  loss  by  exchange,  which  has  amounted  in  the 
last  six  years  to  12,000,000/.  Thus  the  annual  revenues 
have  been  nearly  sufficient  to  cover  all  these  great  and 
exceptional  charges,  and  if  there  had  been  neither 
famine  nor  war  the  accumulated  surplus  of  the  twelve 
years  would  have  not  been  far  from  30,000,000/. 

A  careful  examination  made  in  1877  into  the  con- 
dition of  the  finances,  based  on  the  accounts  of  the  pre- 
ceding seven  years,  satisfied  the  Government  that, 
applying  the  strictest  tests,  the  income  and  expenditure 
of  tlie  State  might,  Avith  one  reservation,  be  then  con- 
sidered, for  practical  purposes,  to  be  in  a  condition  of 
equilibrium.  This  reservation  was  a  serious  one.  It 
was  that  there  was  no  sufficient  surplus  of  income  over 
expenditure  to  meet  the  obligation  caused  by  the 
]>eriodical  occurrenc^c  of  famine.  The  Government 
thought  it  necessary,  therefore,  to  improve  the  financial 
]K)sition  by  1,500,000/.  a  year  on  account  of  famine 
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liabilities  alone ;  and,  in  addition  to  this,  to  provide  a 
margin  on  the  annual  estimates  of  about  500,000/.  to 
meet  unforeseen  contingencies.  The  measures  conse- 
quently taken  will  be  described  further  on.  There 
can  now  be  no  question  not  only  that  the  improvement 
aimed  at  in  1877-78  has  been  secured,  but  that  India 
now  possesses  an  annual  surplus  greatly  exceeding  the 
normal  surplus  of  2,000,000/.  then  declared  to  be 
necessary.  Apart  from  the  expenditure  on  the  Afghan 
war,  there  was  a  surplus  on  the  ordinary  account  of 
2,710,465/.  in  1878-79 ;  of  4,917,525/.  in  1879-80 ; 
and  of  5,075,893/.  in  1880-81. 

In  fact,  the  annual  revenues  have  not  only  been  suffi- 
cient to  meet  the  whole  cost  of  famine  reUef,  which  pro- 
perly fells  among  the  ordinary  charges,  but  also  to  cover 
a  very  large  part  of  the  cost  of  the  war.  As,  however, 
most  of  the  famine  expenditure  was  actually  incurred 
before  the  commencement  of  the  last  period  of  four 
years,  and  as  the  greater  part  of  the  improvement  of 
the  revenues  has  taken  place  within  this  same  period,  it 
is  more  correct  to  say  that  the  greater  part  of  the 
money  spent  on  the  war  has  been  provided  from  the 
revenues,  and  that  a  portion  of  the  famine  charges  was 
met  by  borrowing. 

The  average  annual  charge  on  account  of  famine,  if 
distributed  over  the  twelve  years,  would  be  1,232,400/., 
or  rather  less  than  the  sum  of  1,500,000/.,  which  the 
Government  of  India  estimated  to  be  the  average  bur- 
den for  which  provision  must  be  made.  It  may 
reasonably  be  hoped. that  even  if  future  seasons  should 
be  as  adverse  as  they  have  been  in  the  past,  yet  the 
constant  improvement  in  the  means  of  irrigation  and  of 
transport  will  greatly  facilitate  the  reUef  of  distress  and 
may  reduce  its  cost.     We  may  also  fairly  hope  that 
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war  expenditure  on  anything  like  the  scale  of  that  which 
we  have  lately  had  to  meet  is  not  likely  to  recur  for 
some  years  at  least. 

I  know  of  one  argument  only  which  may  be  held 
to  support  the  opinion  that  these  conclusions  convey 
too  favourable  an  impression  of  the  state  of  the  Indian 
finances,  but  whatever  weight  may  be  attached  to  it 
affects  the  past  and  not  the  present  or  the  future.  The 
poUcy  under  which  it  has  been  determined  to  borrow 
money  for  the  construction  of  productive  public  works 
will  be  fully  discussed  further  on.  It  is  sufficient  in 
this  place  to  notice  that  the  rule  has  ultimately  been 
adopted  of  constructing  by  this  means  no  works  but 
those  in  regard  to  which  there  is  a  reasonable  cer- 
tainty of  their  earning,  within  a  moderate  period  of 
time,  an  equivalent  to  the  interest  on  the  capital  in- 
vested in  them. 

Although,  speaking  generally,  the  policy  followed 
has  been,  as  will  be  shown,  in  the  highest  degree  success- 
ful, some  of  the  works  constructed  with  borrowed  money 
do  not  fulfil  the  conditions  now  prescribed  for  produc- 
tive public  works.  Li  several  cases,  some  years  ago, 
it  was  determined  to  undertake  great  works  required 
for  j)olitical  or  military  reasons,  the  cost  of  which  could 
not  be  met  from  ordinary  revenues.  It  might  be  held, 
therefore,  that  the  exclusion  from  the  ordinary  expendi- 
ture of  tlie  cost  of  these  works,  from  which  a  net 
return  is  not  now  obtained  equal  to  the  interest  on 
tlie  ca])ital  invested  in  them,  has  benefited  the  account 
in  a  manner  which  is  misleading.  But  these  works 
already  yield  a  considerable  and  an  increasing  revenue, 
and  their  construction  can  hardly  be  treated  as  an 
ordinary  incident  of  the  administration.     If  they  had 
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>t  been  undertaken  with  borrowed  funds,  they  would 
ive  been  constructed  very  slowly,  if  at  alL 

There  would  be  no  advantage  in  now  discussing  the 
ypothetical  question  of  the  amount  of  advantage 
'hich  has  accrued  to  the  current  revenues  in  conse- 
uence  of  the  exclusion  of  the  cost  of  these  works  from 
le  ordinary  account.  If  an  extreme  view  be  taken, 
ad  we  say  that  no  part  of  this  partially  profitable 
cpenditure  ought  to  have  been  so  excluded,  the  finan- 
\sJl  results  of  the  period  under  review  would  no  doubt 
ppear  less  satisfactory  than  those  shown  by  the 
gures  given  above.  Thus,  to  give  one  illustration, 
tiere  was  in  the  year  1876-77,  apart  from  expenditure 
n  famine  relief,  and  after  making  the  other  correc- 
Lons  which  have  been  described,  a  small  deficit  of 
7,347/.  But  in  that  year  1,457,881/.  was  spent  on 
rorks  not  strictly  answering  to  the  present  technical 
efinition  of  productive,  and  if  this  sum  had  been  in- 
luded  in  the  ordinary  account  there  would  have  been 
deficit  of  1,495,228/. 

It  is  needless,  however,  further  to  discuss  this 
latter,  which  is  wholly  of  a  speculative  nature,  nor 
rould  it  be  possible  to  estimate  the  correction  which 
[light  be  made  on  this  accoimt.  The  important  fact 
)  that  such  causes  of  disturbance  have  now  almost 
ntirely  ceased,  nor  is  there  any  probability  of  their  re- 
urrence. 

I  have  thought  it  right  thus  to  state  the  case, 
a  order  to  guard  against  the  suspicion  of  exaggera- 
ion.  But  it  will  probably  be  conceded  that  the  safest 
ourse  is  to  take  the  figures  exactly  as  we  find  them, 
rithout  any  reservations  whatever,  the  result,  as  before 
tated,  being  this,  that  while  the  net  annual  expendi- 
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ture  has  increased,  during  the  last  twelve  years,  by 
1,916,770/.,  the  net  annual  revenue  has  inci-eased,  during 
the  same  period,  by  7,055,824/.,  and  therefore  that  the 
financial  position  was  better  by  5,139,054/.  in  1880-81 
than  it  was  in  1869-70. 

Although  the  whole  improvement  has  taken  place 
during  the  last  part  of  this  period,  for  which  the  Go- 
vernment of  Lord  Ly tton  was  responsible,  I  am  far  from 
wishing  it  to  be  inferred  that  I  attribute  this  immense 
improvement  in  the  financial  condition  of  India  to  better 
administration  in  the  last  few  years,  for  its  main  cause 
has  undoubtedly  been  the  rapid  increase  in  the  wealth 
and  general  prosperity  of  the  country,  which,  with 
favourable  seasons  and  other  beneficial  influences,  has 
rapidly  recovered  from  the  effects  of  the  preceding 
period  of  drought  and  depression. 

Excluding  the  charges  for  War  and  Famine,  the 
surpluses  for  the  last  two  years,  as  shown  on  the 
accounts,  have  been  for  1879-80  5,021,515/.,  and  for 
1880-81  (regular  estimate)  5,123,174/.  Tlie  figures  of 
the  Budget  estimate  for  1881-82,  if  treated  on  the 
same  principles  as  those  followed  in  the  accounts  of 
those  years,  would  give  a  surplus  of  2,355,000/.  But 
to  compare  this  last  amount  with  the  corresponding 
figures  of  former  years  it  is  necessary  to  add  1,500,000/., 
the  sum  by  which  the  opium  revenue  has  been  m- 
tenti(mally  under-estimated  (see  paragraph  77  of 
Financial  Statement  for  1881-82),  and  the  surplus 
shown  on  tlie  accounts  when  thus  increased  would 
therefore  stand  at  3,850,000/.  As  certain  restric- 
tions were  ])laceil  on  the  Provincial  expenditure  in 
the  years  1879-80  and  1880-81,  the  normal  sur- 
])lus  in  tho.se  years  would  be  somewhat  less  than 
the   sums   shown   on   the   accounts,   and   the   general 
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suit  therefore  is  that  the  figures  for  the  three  years 
e  £EdrIy  concordant,  and  that  the  present  normal 
xplns,  in  excess  of  obUgatory  expenditure,  excluding 
^ar  and  Famine,  stands  at  somewhat  above  4,000,000/. 

In  1877-78  it  was  decided,  as  already  noticed,  and 
I  wiU  be  more  fiiUy  explained  hereafter,  that  to  cover 
abilities  for  famine,  provision  ought  to  be  made  tor 
jrtuaUy  reducing  the  public  debt  by  1,500,000/.  a 
3ar,  and  that  a  further  margin  of  500,000/.  should 
so  be  provided  to  meet  unforeseen  contingencies; 
,000,000/.  a  year  has  thus  to  be  reserved  for  these 
urposes  from  the  surplus  of  4,000,000/.  There  re- 
tains, therefore,  at  the  present  time,  after  providing 
)r  famine  and  all  other  liabilities,  excepting  always  any 
irther  possible  charge  under  Loss  by  Exchange,  an 
(mailable  surplus  of  at  least  2,000,000/.  It  may  be 
oped  that  this  will  be  increased  by  the  reduction  of 
le  military  charges,  and  if  a  remedy  be  applied  to  the 
Kchange  difficulty,  the  surplus  may  be  expected  to 
ecome  still  larger. 

It  is  evident  therefore  that  the  Government  of  India 
Qters  upon  the  future  with  ample  resources,  though  it 
I  fully  recognised  that  there  are  possible  causes  of 
nancial  disturbance.  No  remedy  may  be  applied  to 
le  difficulty  regarding  exchange,  and  the  loss  instead 
f  diminishing  may  increase.  Also,  although  no  branch 
f  the  revenue  now  is  more  steady  and  seems  less  pre- 
Eirious  than  that  derived  from  opium,  there  may  be 
x>m  for  some  anxiety  about  its  future.  But  the 
nancial  position  of  India  is  now  so  satisfactory  and  so 
remising  that  it  has  become  possible,  for  the  first 
me  in  the  late  history  of  British  India,  to  contemplate 
rithout  anxiety  aU  probable  contingencies  of  the 
iture ;  and  I  trust  that  this  prosperity  will  enable  the 
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Government  of  India  to  give  relief  to  the  people  from 
those  taxes  which  press  to  some  extent  on  the  springs 
of  industry  and  on  the  poor,  and  to  complete  the  great 
fiscal  reforms  which  have  been  commenced. 

K  I  am  asked  why,  four  years  ago,  I  advised  the 
Government  of  India  to  impose  fresh  burdens  upon  the 
country  to  enable  it  to  meet  its  obligations  on  accoimt 
of  famine,  and  whether,  as  a  fact,  sufficient  provision  for 
that  object  would  not  have  been  made  without  any  new 
taxation,  I  reply  that  the  subsequent  progress  of  the 
revenue  has  undoubtedly  rendered  the  proceeds  of  that 
taxation  financially  superfluous.  But  the  condition  of 
the  finances,  four  years  ago,  when  the  taxes  in  question 
were  imposed,  was  very  different  from  what  it  now  i^ 
and  it  was  then  impossible  to  predict  that  the  revenue 
would  improve  with  such  extraordinary  rapidity.  More- 
over, I  consider  that  even  if  this  improvement  could 
have  been  foreseen,  much  of  the  new  taxation  would 
have  been  necessary  and  right,  because  a  more  equitable 
distribution  of  the  pubUc  burdens  was  then,  as  now, 
urgently  required.  That  taxation,  with  some  small  ex- 
ception perhaps,  ought  not  only  to  be  maintained  but 
extended,  because  it  falls  on  the  comparatively  rich  and 
not  on  the  poor.  When  the  time  comes,  and  in  my 
opinion  it  has  come  already,  for  reducing  taxation  in 
India,  it  is  not  with  the  taxes  imposed  in  1877  and 
1878  that  we  should  b^n,  but  with  taxes  like  those 
on  salt  and  on  clothing,  which  add  to  the  cost  of  the 
necessaries  of  life,  or  which  fall  on  the  materials  of 
industry.  These  are  matters  to  which  I  shall  return 
hereafter. 
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CHAPTER  VI. 

THE  HOME  CHARGES. 

THB  HOMB  TRBASTmr  HOW  BBPLINISHBD — ^THS    DIBBUBSBHBm    GLAMIflli 

— nriEBBST  oir  dbbt — oHAseBi  fob  civil  ADMnriBnuxiov — ^jlxmt— 

ir05-SF7BCTITE — ^KFFBOXIYB — ST0BB8— eVABUITKID  RAILWAYS— €BnBU 

•  BB8X7LTB — ^INOBEASB  HOW    ACCOUiriBD    FOB— LASeiLT   DUX    XO    BAILWAT 

TBAH8A0nO58 — BBOBKEABT    OF    8TATB*8    BILLB— THXTB    AXOUVT— KXAlf 

OF  BEDVcnre  the  homb  cHABeai— BXDVonoH  of  bbbt — ^xmAimoBXA- 
Tioir  OF  sTBBLDre  nno  bufbb  liabilitdb  — sumxabt  of  oovcLvnoani 

Although  the  review  that  has  been  given  of  the  part 
and  present  expenditure  of  India  includes  the  whole 
of  the  Home  charges,  the  special  interest  attachii^ 
to  this  part  of  the  public  outlay  will  justify  a  more 
detailed  examination  into  its  character  and  amount. 
Besides  a  natural  and  reasonable  jealousy  in  r^ard 
to  the  application  of  the  revenues  of  India  outside 
the  country,  a  strong  additional  argument  for  the 
reduction  of  such  outlay  to  a  minimum  has  of  late 
years  been  suppUed,  by  the  heavy  charges  brought  on 
the  revenues  through  the  Loss  by  Exchange  on  the 
remittances  made  from  India  to  supply  the  Home  trea- 
sury. To  this  loss  reference  has  already  been  made, 
and  it  will  call  for  further  separate  discussion. 

Besides  the  remittances  obtained  by  the  sale  of  the 
Secretary  of  State's  Bills  on  India,  the  ordinary  receipts 
of  the  Home  treasury  include  repayments  of  advances 
made  in  India  on  account  of  the  British  Gbvemment ; 
miscellaneous  receipts  of  comparatively  small  import- 
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ance ;  large  deposits  of  the  capital  funds  of  the  gua- 
ranteed railway  companies ;  and  lastly  money  borrowed 
in  England. 

Excluding  from  consideration  transactions  which 
arise  from  the  discharge  of  debt  accompanied  by  simul- 
taneous re-borrowing,  and  from  the  similar  disburse- 
ments and  receipts  consequent  on  the  discharge  and 
renewal  of  railway  debentures,  the  total  amount  of  the 
home  disbursements  has  since  1868-69  never  fallen 
below  15,500,000/.,  and  has  often  exceeded  17,000,000/. 

For  the  purpose  of  the  present  discussion,  it  is  necea«: 
sary  to  consider  not  only  the  final  charges  against  the 
revenues  of  the  several  years,  technically  spoken  of  as 
'expenditure,'  but  also  all  other  payments  for  which 
provision  has  to  be  made  by  the  Secretary  of  State. 
In  this  view  the  disbursements  may  conveniently  be 
grouped  as  follows:  1.  Interest  on  Debt;  2.  Charges 
for  the  Civil  Administration;  3.  Army;  4.  Stores;  5. 
Guaranteed  Railways  and  Madras  Irrigation  Company. 

The  charge  under  *  Interest  on  Debt'  has  risen  from 
about  2,209,000/.  in  1869^70  to  2,685,000/.  in  1880-81, 
a  result  which  apart  from  its  causes  is  very  satisfactory, 
considering  that  the  sterling  debt,  on  which  interest  is 
payable  in  London,  excluding  that  due  to  the  purchase 
of  the  East  Indian  Eailway,  has  meanwhile  increased  by 
not  less  than  26,500,000/.  The  whole  question  of  debt 
will  be  discussed  hereafter ;  in  this  place  the  only  points 
that  arise  are  the  direct  consequences  involved  in  the 
shape  of  interest  charge. 

The  charges  under  '  Civil  Administration,'  which 
represent  the  payments  for  all  services  in  all  the  civil 
departments,  have  increased  during  the  same  period, 
excluding  certain  exceptional  payments  for  Public 
Works,  from  about  2,800,000/.  to  3,300,000/.    The  cost 
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of  the  ^  India  Office '  has  remained  steadily  at  about 
220,000/.  The  charge  for  '  Furlough  Allowances '  of  all 
civil  departments  is  now  about  300,000/. ;  before  187S-74 
it  did  not  exceed  180,000/.,  but  the  increase  is  apparent 
rather  than  real,  being  chiefly  due  to  the  inclusion  of 
the  allowances  of  military  officers  in  civil  employ,  which 
had  previously  been  shown  under  *  Army.'  The  charge 
for  '  Superannuation  and  Pensions '  of  aU  sorts  paid  in 
England  has  grown  from  1,000,000/.  to  1,400,000/.; 
it  is  under  this  head  that  nearly  the  whole  increase 
under  '  Civil  Administration '  has  occurred,  and  it  has 
been  due  to  the  gradual  increase  of  the  European  esta- 
blishments in  India.  The  outlay  for  miscellaneous  ser- 
vices connected  with  'Indian  Departments'  has  fidkn 
from  500,000/.  to  360,000/.  The  charges  under  *  Public 
Works,'  include  some  large  payments  for  the  purchase 
of  the  Calcutta  and  South-Eastem  Railway,  and  the 
Orissa  Irrigation  Works,  but  apart  from  these^  and 
without  the  cost  of  stores,  which  is  separately  shown, 
the  outlay  under  this  head  only  amounts  to  about 
40,000/.,  chiefly  for  Cooper's  Hill  college  (which,  how- 
ever, shows  a  set-ofi*  of  about  17,000/.  income),  and 
the  special  stafl*  for  the  provision  and  inspection  of 
stores  for  the  State  Railways. 

Certain  charges  have  been  shown  in  the  statements 
in  the  Appendix  under  the  head  *  Civil  Administration ' 
which  in  the  pubUshed  accounts  appear  as  *  Remit- 
tances.' They  are  payments  made  in  England,  either 
in  consideration  of  sums  paid  into  the  public  treasuries 
in  India,  or  for  services  the  accounts  of  which  are  kept 
and  settled  by  transfer  payments  in  India.  The  chief 
heads  are  *  Postage '  due  by  India  to  England,  100,000/. ; 
•  Family  Remittances,'  allowed  under  a  long-established 
custom  to  officers  and  men  in  the  army,  varying  bom 
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about  400,000/.  to  700,000/.;  and  *  Miscellaneous ' 
amounting  to  about  200,000/.,  of  which  more  than 
half  is  usually  the  price  of  stores  ultimately  paid  for 
in  India  from  local  funds.  The  aggregate  of  the 
^Bemittance'  heads  is  about  1,000,000/.,  and  has  not 
varied  much. 

The  next  main  head,  '  Army,'  shows  an  increase 
from  2,627,000/.  in  1869-70  to  3,416,000/.  in  1880-81, 
excluding  stores ;  or,  including  stores,  the  amounts 
would  be  3,505,000/.  and  4,200,000/. 

Separating  the  army  charges  into  '  Effective '  and 
*  Non-effective,'  it  is  found  that  there  has  been  since 
1869-70  a  small  reduction  under  the  former  head,  with 
an  increase  of  rather  more  than  a  million  under  the 
latter.  This  increase  is,  to  the  extent  of  600,000/.,  due 
to  payments  in  the  shape  of  pensions,  or  their  capitalised- 
value,  to  the  officers  of  the  old  Indian  army  to  induce 
the  supernumerary  field  officers  to  retire  ;  the  remain- 
ing 400,000/.  arises  from  the  charges  for  retired  pay 
and  pensions  of  the  British  troops  that  have  served  in 
India. 

Under  *  Effective  '  the  '  Furlough  Allowances  ' 
have  stood  at  about  200,000/.  since  1873-74,  when  the 
allowances  to  officers  in  civil  employ  were  transferred 
to  the  Civil  head,  and  they  do  not  exhibit  any  tendency 
to  grow.  The  charges  under  '  Pay,'  being  the  con- 
tribution for  the  British  troops,  were  at  a  minimum  in 
1875-76,  standing  at  474,000/.,  since  which  they  have 
risen  to  about  750,000/.  The  pajnnents  for  some 
years  past,  however,  have  been  made  without  any  fixed 
principle  of  apportionment  between  India  and  England, 
and  httle  more  can  be  said  on  the  subject  than  that  it 
is  not  probable  that  the  settlement  when  made  will  lead 
to  a  reduction  of  this  element  of  charge.     The  charges 
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under  *  Transport '  have  remained  without  much  varia- 
tion between  300,000/.  and  350,000/.  The  large  in- 
crease under  *  Stores'  (military)  between  1874  and 
1878,  averaging  about  250,000/.  yearly  in  excess  of  the 
preceding  four  years,  was  due  to  the  cost  of  the  new 
arms  and  ordnance  supplied  to  India  during  those 
years,  and  this  head  of  charge  has  again  fallen  to  its 
former  rate.  The  Afghan  war  has  not  led  to  any 
material  addition  under  these  heads,  the  charges  falling 
almost  entirely  on  the  Indian  accounts. 

The  fourth  head,  'Stores,'  has  been  dealt  with 
in  the  aggregate,  in  order  to  show  clearly  the  magni- 
tude and  nature  of  the  transactions  it  embraces.  The 
charge  is  of  necessity  liable  to  vary  greatly,  and  has 
increased  from  about  1,500,000/.  as  it  stood  in  188^ 
-70  to  2,600,000/.  in  those  years  in  which  the  supply 
of  railway  materials  has  been  on  a  large  scale.  Ex- 
cluding this  last  class  of  stores,  there  has  been  a  decided 
tendency  to  diminish  the  outlay  under  this  head,  a 
result  to  a  considerable  extent  due  to  the  constant 
efforts  of  the  Government  to  prevent  demands  being 
made  on  England  for  stores  which  can  be  procured  in 
India.  The  details  of  the  outlay  under  the  chief 
departmental  heads  will  be  seen  in  the  Appendix,  on 
which  a  few  comments  may  be  useful.  The  reduc- 
tion under  *  Army  Commissariat '  is  largely  due  to  the 
consumption  of  beer  brewed  in  India  in  place  of 
imported  English  beer.  Under  '  Marine '  the  charges 
are  chiefly  for  coak  and  for  vessels  of  various  descrip- 
tions required  for  service  in  Indian  waters.  Under 
'  Stationery  '  are  included  printing  materials.  The 
growth  of  the  charge  under  this  head  is  considerable, 
and  is  probably  unavoidable.  Under  *  Stamps/  the 
increased  use  of  stamps  for  fiscal  purposes  accounts 
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for  the  growth  of  the  outlay,  and  there  are  obvious 
advantages  of  economy  and  security  in  conducting  their 
manufacture  in  England.  Under  '  Miscellaneous '  is 
included  the  cost  of  postage  stamps,  envelopes,  and 
cards,  all  of  which  have  to  be  procured  in  England. 
Under  'Public  Works'  the  largest  outlay  was  in 
1880-81,  when  it  rose  to  1,266,000/.,  chiefly  for  rail- 
way materials ;  in  the  three  previous  years  the  charge 
had  slightly  exceeded  one  million,  and  the  average  for 
fourteen  years  has  been  about  700,000/. 

The  last  main  head  of  the  Home  charges,  that  of 
*  Guaranteed  Railways,'  is  a  most  important  one.  The 
first  entry  under  it  is  *  Interest.'  The  charge  under 
this  head  has  risen  steadily  from  4,138,000/.  in  1869-70 
to  4,787,000/.*  in  1879-80,  the  capital  under  guarantee 
having  increased  in  the  same  time  from  86,500,000/. 
to  98,000,000/.  The  next  item  of  railway  charge  is  the 
supply  of  funds  to  the  companies  for  their  EngUsh 
expenditure,  whether  for  capital  or  revenue  account. 
This  outlay  is  met  from  the  corresponding  deposits  of 
capital.  In  the  earUer  years  of  railway  construction 
these  deposits,  which  included  the  whole  paid-up 
capital  of  the  companies,  largely  exceeded  the  sums 
required  for  expenditure  in  England,  and  the  surplus 
was  available  for  supplying  the  Home  treasury ;  ftmds 
were  advanced  for  the  railway  expenditure  in  India  by 
the  Government  there,  and  a  corresponding  amount 
was  treated  as  a  remittance  from  the  funds  in  England. 
During  the  years  between  1868  and  1874  there 
remained  a  floating  surplus  balance  of  railway  capital 
in  the  hands  of  the  Government  amounting  to  rather 
more  than  3,000,000/. ;   since   that  time  the  drawings 

'  These  charges  inclade,  in  both  cases,  a  sum  of  50,000/.  yearly,  g^oaran- 
teed  interest,  paid  to  the  Madias  Irrigation  Company. 
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have   exceeded   the  deposits,  and  the  average  yearly 
balance  is  now  not  more  than  750,000/.     Previous  to 
1865  the  balances  of  capital,  after  meeting  the  demands 
of  the   companies,  sufficed   to  meet   the   charge   for 
guaranteed  interest,  which  had  not  then  exceeded  about 
2,500,000/.  yearly.     The  subsequent  rapid   growth  of 
the  interest  and  the  gradual  falling  off  in  the  balances 
led  to  a  great  change,  and  since  1869-70  there  has 
been  a  large  permanent  excess  of  the  aggr^ate  dis- 
bursements  on   account   of  the  capital   and   revenue 
expenditure  in  England,  and  of  the  guaranteed  interest, 
over  the  receipts  on  account  of  guaranteed  railways. 
Since  1874-75   the  withdrawals  from  the  Home  trea- 
sury for  the  capital  and  revenue  accounts,  irrespective 
of  interest,  have  always  been  in  excess  of  the  deposits, 
so  that  the  old  position  is  now  entirely  inverted,  and 
the  Secretary  of  State,  instead  of  being  relieved  of  a 
considerable  part   of  his   liabilities    by  help    of   the 
railway  transactions,  is  now  charged  by  reason  of  them 
with  a   considerable   sum,  varying  from   600,000/.  to 
1,500,000/.  yearly,  in  addition  to  the  largely  increased 
payments  for  guaranteed  interest,  which  now  amount 
to  4,750,000/.     The  combined  charge  for  interest  and 
capital  and  revenue  purposes,  in  excess  of  aU  receipts 
from  the  companies,  has  in  this  way  grown  frx)m  about 
2,250,000/.  in   1869-70   to  about   5,500,000/.  at   the 
present   time ;   and   thus   the   burden  caused   by  the 
guaranteed  railways  is  now  about  one-half  of  the  whole 
charge  for  administrative  purposes,  or  one-third  of  the 
entire  home  disbursements. 

The  general  result  of  this  discussion  is  to  show 
that  the  total  outlay  classed  as  administrative  (excluding 
certain  exceptional  payments  for  pubUc  works)  has 
risen  from  9,000,000/.  in  1869-70  to   10,450,000^  in 
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1880-81,    The  increase  of  1,450,000/.  is  accounted  for 
as  follows : — 


Interest  on  debt   . 

more 

600,000 

C^Til—eitpenumiiationg     • 

»          • 

600,000 

Army — ^non-effectiye 

j>          • 

800,000 

Stores 

le88 

380ft00 

Total 


£1,460,000 


Excluding  the  cost  of  railway  stores,  the  total 
administrative  charge  remained,  with  very  small 
variation,  a  Uttle  above  9,000,000/.  (9,150,000/.)  from 
1869-70  to  1875-76.  From  the  last-named  year  to 
1880-81  the  charge  has  varied  between  10,000,000/. 
and  10,500,000/.  (average  10,300,000/.). 

These  figures  indicate  a  careful  management  of  the 
details  of  the  administrative  expenditure,  and  leave 
no  possible  doubt  that  the  chief  cause  of  the  large  in- 
crease of  the  home  charges  in  recent  years  has  been 
the  guaranteed  railway  habiUties.  The  combined  rail- 
way requirements,  which  in  1868-69  left  a  surplus  of 
railway  capital  in  the  Home  treasury  amounting  to 
194,000/.,  led  in  the  next  year  to  a  net  charge  of 
2,241,000/.,  and  this  has  gradually  increased  till  in 
1881-82  the  chai-ge  had  become  5,603,000/. 

Altogether,  therefore,  comparing  the  first  and  last 
years  of  the  series,  the  demands  to  be  met  by  the  Home 
treasury  are  greater  in  the  last  year  by  5,000,000/. ; 
of  this  one-fourth  is  due  to  actual  increase  of  admin- 
istrative expenditure,  and  three-fourths  to  Uabihties 
caused  by  the  guaranteed  railways,  which,  however, 
do  not  involve  ultimate  increased  charge  on  the  re- 
venues of  India,  but  only  increased  disbursements  in 
England. 

The  sources  from  which  the  Home  treasury  has  been 
supphed  have  next  to  be  examined.     The  years  1867, 
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1868,  and  1869  were  rendered  abnormal  by  large  re- 
pajnnents  of  advances  on  account  of  the  Abjrssinian 
war.  These  repayments  led  to  a  reduction  of  the 
amount  of  the  Secretary  of  State's  Bills,  which  had, 
since  1861,  averaged  about  6,000,000/.  yearly.  After 
1869-70,  when  the  Bills  were  about  7,000,000/.,  they 
were  gradually  increased  in  amount,  till  1872-73,  when 
they  were  about  14,000,000/.  The  financial  pressure 
caused  by  the  heavy  famine  expenditure  in  1873-74  and 
subsequent  years,  and  by  the  great  loss  by  exchange,  led 
to  a  considerable  contraction  of  the  Bills  after  that  year, 
and,  as  a  consequence,  to  the  necessity  for  supplementing 
the  Secretary  of  State's  funds  by  borrowing  in  London. 
In  1878-79  the  sale  of  Bills  was  again  pressed  to  the 
full  extent  thought  practicable ;  they  then  yielded  about 
15,500,000/,  and  they  have  since  been  kept  at  about  the 
same  amount. 

From  these  causes  hardly  a  single  year  has  passed 
since  1869-70  without  considerable  additions  to  the 
sterling  debt,  the  aggregate  increase  to  the  end  of 
1880-81  (excluding  that  caused  by  the  purchase  of  the 
East  India  Bailway)  being  rather  less  than  26,000,000/. 
net,  of  which  about  half  was  incurred  before  1875-76. 
The  miscellaneous  receipts  hardly  amount  on  the  average 
to  500,000/.  a  year,  and,  as  already  shown,  the  rail- 
way capital  has  altogether  ceased  to  be  a  source  of 
supply. 

It  is  apparent  from  these  facts  that  the  normal 
yearly  charge  to  be  met  by  the  Home  treasury  cannot 
at  the  present  time  be  reckoned  at  a  smaUer  sum 
than  17,500,000/.  or  18,000,000/.,  without  making  any 
allowance  for  extraordinary  demands,  or  providing  for 
the  discharge  of  debt.  Further,  since  the  miscellaneous 
receipts,  including    railway   capital,   cannot  now   be 
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reckoned  to  produce  more  than  one-half  or  three-quar- 
ters of  a  million,  it  is  obvious  that  unless  the  full 
amount  to  meet  the  home  disbursements  be  obtained 
by  the  sale  of  Bills  on  India  the  necessary  result  will 
be  an  addition  to  the  home  debt  to  make  good  the  defi- 
ciency, with  a  still  further  increase  to  the  permanent 
home  charges. 

It  will  likewise  be  readily  perceived  that  there  are  only 
two  directions  in  which  any  really  important  reduction 
of  the  amount  of  these  home  charges  can  be  sought — 
first,  through  diminishing  the  charge  for  interest  on 
debt,  and  second,  through  obtaining  reUef  in  some 
way  from  the  obligations  arising  from  the  guaranteed 
railways. 

As  to  the  interest  charges,  such  relief  as  has  hitherto 
been  obtained  has  rather  been  by  the  reduction  of  the 
rate  of  interest  on  the  capital  of  the  debt,  than  by  any 
actual  discharge  of  the  debt  itself.  In  the  present 
condition  of  the  currency  of  India,  which  virtually 
precludes  bulUon  remittances  from  that  country,  and  of 
the  exchange  with  England,  which  is  essentially  depen- 
dent on  the  varying  value  of  silver  in  the  London 
market,  it  would  manifestly  be  extremely  difficult,  if 
not  impossible,  to  make  any  sensible  impression  on  the 
home  debt,  by  remitting  surplus  revenue  from  India 
for  its  discharge.  The  addition  of  even  2,000,000/.  or 
3,000,000/.  yearly  to  the  sum  to  be  remitted  through 
the  sale  of  the  Secretary  of  State's  Bills  would  at  present 
be  an  operation  of  very  questionable  expediency.  Any 
pressure  on  the  exchanges  would  be  viewed  wth  great 
alarm  by  the  commercial  community,  and  in  present 
circumstances  could  hardly  be  justified.  Nor  is  it  pro- 
bable that  the  operation  could  be  carried  out  on  a 
scale  to  give  results  commensxirate  with  the  risk  and 
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discontent  that  would  attend  it.  It  is  plain  that  with 
interest  at  4  per  cent,  the  remittance  of  2,500,000i!. 
yearly  would  only  serve  to  extinguish  100,000/.  of  the 
home  charges ;  operations  such  as  this  would  aggravate 
the  evil  they  were  designed  to  mitigate,  and  instead  of 
giving  relief  woxild  add  to  the  practical  difficulties  of 
the  situation. 

If,  then,  the  home  debt  is  to  be  reduced,  it  must  be 
accomplished  otherwise.  The  recent  announcement  that 
it  is  the  intention  of  the  Secretary  of  State  to  apply 
the  sum  received  from  England  as  a  contribution  to  the 
cost  of  the  Afghan  war,  to  the  extinction  of  sterling 
debt,  is  no  doubt  a  right  step ;  but  the  two  millions  first 
given  as  a  loan  have  already  been  disposed  of,  and  the 
rest  of  the  grant  will  be  spread  over  so  many  years,  that 
the  practical  effect  produced  will  be  insignificant. 

The  extent  to  which  the  Secretary  of  State's  Bills 
could  be  increased  in  amount  without  bad  results  de- 
pends mainly  on  the  condition  of  the  trade  of  India,  and 
the  subject  cannot  be  conveniently  discussed  in  this 
place.  But  it  may  be  affirmed,  without  risk  of  con- 
tradiction, that  so  long  as  the  currency  of  India  remains 
as  it  now  is,  in  relation  to  the  currency  of  England 
and  continental  nations,  no  reduction  of  the  sterling 
debt  can  be  hoped  for  through  remittances  by  the 
Secretary  of  State's  Bills,  in  the  face  of  the  risk  of  still 
further  forcing  down  the  Exchanges,  and  of  the  cer- 
tain additional  burden  which  would  be  thrown  on  the 
revenues  of  India  by  such  transactions. 

Nor  indeed  is  it  likely  that  in  any  ftiture  improved 
condition  of  the  Exchanges  it  would  be  expedient  to 
adopt  this  means  of  providing  for  the  extinction  of  the 
sterling  debt.  There  seems  no  room  for  doubt  that  in 
the  event  of  the  Exchanges  assuming  a  character  of 
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tolerable  stability,  the  best,  if  not  the  only  practicable, 
method  of  deaUng  with  the  matter  would  be  to  raise  the 
money  required  to  discharge  sterling  debt  by  the  sale 
in  Europe  of  Kupee  securities ;  to  operate  in  short  by 
transforming  the  sterling  into  Bupee  debt,  and  then  to 
carry  out  in  India  and  not  in  England  all  possible  mea- 
sures for  the  reduction  of  the  debt.  The  Kupee  paper 
enfaced  for  the  issue  in  London  of  interest  Bills  payable 
in  India  now  amounts  to  nearly  20,000,000/.,  having 
increased  since  1874  from  14,000,000/.  It  is  probable 
that  by  extending  the  issue  of  debentures  or  stock  with 
attached  coupons,  an  amount  of  Eupee  securities  could 
without  difficulty  be  placed  on  the  European  market 
sufficient  to  replace  the  whole  of  the  sterling  debt 
likely  to  be  redeemable  for  many  years  to  come.  Such 
coupons  would  form  a  convenient  means  of  remit- 
tance in  place  of  that  portion  of  the  Secretary  of  State's 
Bills  which  would  be  set  free  by  the  discharge  of  the 
sterling  debt,  and  by  the  consequent  cessation  of  the 
payment  of  interest  upon  it. 

It  would,  however,  be  difficult  to  carry  out  opera- 
tions such  as  these  with  success,  unless  some  fundamental 
change  takes  place  in  the  relations  of  the  currencies  of 
India  and  England,  and  in  some  way  or  other  a  com- 
mon standard  of  value  be  established  between  the  two 
countries,  which  shall  insure  fair  stabiUty  in  the  ex- 
changes. It  would  be  out  of  place  here  to  dwell  more 
on  this  aspect  of  the  subject.  But  it  is  desirable  to 
direct  attention  to  the  great  importance  to  India  of 
enabUng  her  to  establish  a  free  and  unrestricted  market 
in  Europe  for  her  securities,  so  that  she  may  be  in  a 
position  to  obtain  in  the  future  the  aid  of  European 
capitalists  without  incurring  the  objectionable  Uability 
of  having  to  discharge  her  debts  in  a  currency  other 
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than  her  own.  There  is  no  reason  why  India  should 
not  acquire  this  position,  and  when  she  does  so  there 
will  be  an  end,  once  for  all,  to  the  ever-recurring  diffi- 
culties which  now  attend  the  financial  operations  of  the 
Secretary  of  State  in  London. 

That  reUef  must  in  some  shape  be  obtained  from 
the  constantly  growing  burden  placed  on  the  Home 
treasury  by  the  Guaranteed  Railways  is  a  truth  so 
obvious,  and  of  such  urgency,  that  it  is  surprising  how 
little  attention  has  been  paid  to  it.  The  obli^tioDS 
which  the  Secretary  of  State  has  incurred  towards  the 
companies  must  no  doubt  be  faithfully  discharged  in 
every  particular,  but  so  far  as  this  condition  will  admit, 
every  possible  step  should  be  taken,  not  only  to  prevent 
the  further  accretion  of  sterling  Uabilities,  but  to  trans- 
form those  that  exist  into  Bupee  charges  to  be  paid  in 
India. 

It  must  of  course  be  recognised  that  there  are  likely 
to  be  difficulties  in  accomplishing  either  of  these  residts, 
and  in  any  case  it  must  be  a  work  of  time  before  the 
Secretary  of  State,  consistently  with  the  terms  of  the 
contracts  with  the  companies,  can  acquire  the  powers 
without  which  no  remedy  could  be  effectually  applied. 
It  may  probably  happen  in  deaUng  with  the  Bailways, 
as  with  the  sterUng  debt,  that  the  transformation  of  the 
existing  sterUng  payments  in  London  into  Bupee  pay- 
ments in  India,  wiU  not  be  possible  without  some  addi- 
tion to  the  immediate  charge.  But  the  difficulty  to  be 
overcome  does  not  to  any  important  d^ree  consist  in 
the  actual  amount  of  the  burden  on  the  revenues  of 
India.  It  lies  essentially  in  the  form  of  the  charge, 
and  in  the  extreme  inconvenience  of  its  incessant  and 
insidious  growth.  In  the  nature  of  the  case  the  rail- 
way capital  must  continue  to  expand,  and,  so  long  as  a 
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guarantee  of  interest  continues,  the  charge  for  interest 
must  expand  also.  The  actual  growth  of  capital 
has  not  hitherto  been  such  as  would  justify  a  complaint 
that  it  has  been  excessive,  and  its  further  growth  at  a 
somewhat  similar  rate  cannot  be  avoided.  It  is  essen- 
tial, therefore,  that  protection  should  be  afforded  to  the 
Home  treasury  against  the  increase  of  disbursements 
which,  however  necessary  in  some  form,  may  certainly 
be  otherwise  met,  and  this  protection  will  be  well  worth 
whatever  additional  charge  may  be  necessary  in  trans- 
ferring the  payment  from  England  to  India. 

In  what  has  gone  before,  all  questions  as  to  the 
policy  which  has  given  rise  to  the  various  elements  of 
the  home  charges  have  been  intentionally  set  aside  as 
appertaining  to  a  set  of  ideas  different  from  those  before 
us.  It  has  been  simply  assumed  that  certain  charges 
have  to  be  met,  and  their  nature  and  incidence  have 
been  examined  and  explained.  There  are,  however,  a 
few  points  to  which  attention  may  properly  be  drawn. 

First  may  be  noticed  the  comparatively  moderate 
and  stationary  charge  for  the  India  Office  establish- 
ments; it  amounts  to  about  1^  per  cent,  on  the  net 
home  disbursements,  while  the  total  charge  for  admin- 
istration in  the  combined  home  and  Indian  accounts  is 
about  24  per  cent,  on  the  total  expenditure.  Next 
may  be  observed  the  growth  of  the  charges  under  civil 
superannuations  and  pensions ;  this  indicates  the  finan- 
cial consequences  of  the  expansion  of  the  European 
administrative  staff  in  India,  a  subject  which  on  other 
grounds  has  of  late  years  most  properly  received  in- 
creased attention,  and  which  manifestly  demands 
cautious  procedure  in  the  future.  Another  marked 
feature  is  the  heavy  cost  of  the  changes  of  military 
system ;   these  have  involved   a  large  increase  in  the 
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DOD-e&ctire  charges  of  the  army,  through  the  neoeflnty 
for  getting  rid  of  the  saperfluous  officers  of  the  old  loctl 
arinT,  and  the  great  expense  which  has  followed  the  in- 
troduction of  the  short  service  system  of  the  British 
army.  However  important  may  have  been  the  inorease 
of  efficiency  consequ^it  on  this  change,  the  neoesaly 
is  none  the  less  but  the  more  urg^it  for  adopting  every 
reasonable  measore  f<»'  reducing  the  cost  of  the  annj, 
and  for  removing  all  elements  of  charge  which  are  not 
directly  conducive  to  efficiency,  but  are  relics  of  a  con- 
dition of  things  belonging  to  the  past. 

The  transactions  under  the  head  of  '  Stores  *  Aow 
that  apart  from  the  requirements  of  the  raUways,  the 
outlay  has  a  tendency  rather  to  diminish  than  to 
increase.  There  is  every  reason  to  believe  that  the 
cost  of  agency,  including  aU  oonting^it  charges,  bot 
little  exceeds  2  per  cent.,  and  is  considerably  less  than 
would  be  incurred  if  the  purchases  were  arrai^ed 
through  private  trade  in  India.  The  quality  of  the 
supplies  is  decidedly  better  than  could  at  present 
be  ensured  under  any  other  system,  and  notwith- 
standing occasional  shortcomings,  many  serious  causes 
of  failure  and  loss  are  avoided,  the  risk  of  which  woukl 
indeed  in  some  cases  render  reliance  on  ordinary  trade 
impossible. 

At  the  same  time  it  is  indisputable  that  every  pos- 
sible encouragement  should  be  given  to  extending  the 
local  supply  of  stores  for  Government  purposes,  whether 
produced  in  India  or  obtained  from  England,  in  sub- 
stitution for  the  present  system  of  supply  through  the 
India  office.  With  this  object  it  may  even  be  expedient 
for  the  present  to  pay  a  somewhat  higher  price  for 
articles  locally  supplied.  The  correct  rules  would  seem 
to  l)e,  that  purchases  should  always  be  made  locally 
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when  suitable  articles,  at  reasonable  prices,  can  be 
obtained  in  the  local  market;  and  that  no  payments 
should  be  made  till  after  deUvery  and  approval  of  the 
supply.  Stores  which  must  be  manufactured  under 
inspection  in  England  should  be  procured  through  the 
India  Office.  These  principles  have  been  accepted  by 
the  Government,  though  their  practical  application  is 
still  incomplete. 

The  Guaranteed  Railway  charges  show  the  results 
of  a  policy  which,  while  its  benefits  to  India  have  been 
extremely  great,  has  placed  a  burden  on  the  home  finan- 
cial administration  of  India  that  could  hardly  have  been 
anticipated ;  the  true  character  of  which  has  too  long 
been  overlooked,  and  which  now  demands  earnest  and 
immediate  attention.  There  is  no  reason  to  think  that 
insurmountable  difficulties  would  arise  in  dealing  with 
this  matter,  but  its  gravity  increases  year  by  year,  and 
the  importance  of  removing  or  alleviating  this  con- 
stantly growing  burden  cannot  be  exaggerated. 

It  may  also  be  noticed  that  the  growth  of  the 
Home  debt  has  fortunately  not  been  accompanied  by 
corresponding  growth  of  the  interest  charge.  Eeduc- 
tions  in  the  rate  of  interest  have  secured  this  result ; 
it  has  been  the  more  acceptable  as  it  was  obtained 
during  the  period  in  which  India  lay  under  the  load 
of  an  enormous  expenditure  for  famine  relief,  and  in 
which  a  disturbance  of  the  gold  value  of  her  currency 
increased  in  a  few  years  the  annual  expenditure  by 
suras  varying  from  2,000,000/.  to  nearly  3,000,000/. 
sterling,  without  securing  any  increased  advantage  to 
the  State.  Though  the  actual  results  of  the  large  addi- 
tion to  the  debt,  which  has  taken  place  since  1869-70, 
are  less  serious  than  might  have  been  anticipated,  the 
fact  must  be  steadily  borne  in  mind  that  there  are  many 
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great  difficulties  in  the  way  of  redeeming  debt  incurred 
in  England ;  the  lessons  of  the  past  should  be  read  as 
inculcating  the  importance  of  avoiding  all  borrowing  in 
sterling,  unless  as  an  inevitable  necessity,  and  of  meeting 
the  home  requirements  of  every  year  as  they  arise  by 
the  sale  of  Bills  on  India,  or  (when  borrowing  is  un- 
avoidable) of  Rupee  securities,  the  payment  of  interest 
on  which  would  be  made  in  India. 

Lastly,  the  important  fact  must  be  remembered, 
that  although  the  Loss  by  exchange  appears  in  the 
public  accounts  as  a  Rupee  payment  in  India,  it  is  in 
reality  a  contingency  of  the  Home  expenditure^  and 
might  not  improperly  be  r^arded  as  an  addition  to 
those  charges.  The  average  amount  of  this  item  for 
the  last  two  years  has  been  about  2,750,000/.,  and  if 
distributed  proportionidly  it  would  lead  to  the  following 
additions  to  the  main  heads  of  the  Home  expenditure : — 

To  interest  on  debt          •  .  .  400,000 

y,  adminiatration            .  •  •  1^50,000 

„  guaranteed  raOwaTS  .  •  000/XX) 

,,  productiTe  public  works  .  •  200,000 

This  subject  will  be  more  fully  considered  in  a  sub- 
sequent chapter. 
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CHAPTER  Vn. 

PRODUCTIVE   PUBLIC  WORKS. 

SXPnfDITURB  ON  FUBUO  W0BK8  BSFOBB  1867-6d— BOBBOWDTO  AUTBOBIID 
IH  1864  TO  CABRY  ON  IBRIOATION  WORKS — BXT&40BDUrAmT  PVBLIC 
WORKS — BXTXNSION  OF  ST8TBM  IN  1870  TO  RA.ILWATB — FEIBCIPIJI 
ADOPTRD  AND  PBBCAUTI0N8  TAKBN — FORBCUIB  OF  BZFBHOITin»— 
CHANOSS  OF  SYSTEM  SUBSBQUBNTLT  DrTRODUCXD— PRODUCrmi  PUSUC 
WORKS — POLICY  C0N8IDBBXD  BY  OOMXirDB  OF  THl  HOUSE  OF  OOMMOXS 
AND  CONCLUSIONS  ADOPTBIH-OOMPARIBON  OF  ACTUAL  BBnTUB  WITK 
FORBCASTS— ORBAT  IMPROVBMBNT  IN  FINANCIAL  POSITION  DUX  TO  SUOCIM 
OF  WORKS — PRACTICAL  UTILITY  AND  TALUB  OF  WORKS— «UARANTB» 
AND  8TATB  RAILWAYS — IRRIGATION  WORKS — ^THXIR  PBBnVT  POSITIOI 
AND  PROSPBCIB'OXNBRAL  OONGLUBION»— OOXPLBIB  SUOOBS  OV  XMl 
POLICY. 

The  policy  pursued  by  the  Government  of  India  during 
the  last  twenty-five  years  in  respect  of  Public  Works 
has  had  so  important  an  eflfect  on  the  expenditure  and 
revenues,  as  well  as  on  the  material  prosperity  of  India, 
while  the  further  progress  of  the  country  will  depend 
so  greatly  on  the  policy  that  may  be  followed  in  the 
future,  that  some  time  and  space  may  well  be  given 
to  tracing  its  history,  and  discussing  the  lessons  wliich 
that  history  should  teach  us. 

Before  1850  the  expenditure  on  public  works  other 
than  mihtary  and  civil  buildings  had  been  very  small, 
and  the  average  yearly  charge  for  the  whole  of  India 
hardly  exceeded  250,000/.  The  decision  to  under- 
take the  construction  of  railways  under  a  system  of 
guarantee,  which  dates  from  about  that  time,  indicated 
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that  a  more  liberal  policy  had  then  begun  to  find  favour, 
and  the  commencement  of  the  Ganges  Canal,  and  other 
irrigation  works  in  Madras  and  the  Punjab,  and  of  some 
important  lines  of  road,  gave  further  evidence  of  this  fact. 
In  1854  the  growing  importance  of  this  branch  of  the 
administration  led  to  the  constitution  of  a  special  Pubhc 
Works  department  under  the  Government  of  India,  and 
the  outlay  shown  under  the  head  of  PubUc  Works  in 
that  year  rose  to  nearly  2,000,000/.,  exclusive  of  the 
capital  spent  on  the  raUways  under  guarantee. 

The  occurrences  of  1857,  while  they  for  a  time  tended 
to  suspend  all  progress,  gave  such  manifest  proof  of  the 
enormous  utility  of  improved  communications,  that  the 
systematic  extension  of  roads  in  connection  with  the 
main  lines  of  railway  which  were  gradually  coming  into 
operation,  was  among  the  measures  most  earnestly  taken 
up  when  the  financial  pressure  caused  by  the  Mutiny 
had  subsided.  For  some  years, 'however,  the  lu'gent 
necessity  of  providing  barracks  for  the  increased  force 
of  British  troops  took  precedence  of  other  demands,  and 
eventually  led  to  an  outlay  on  so  large  a  scale  as  to 
force  on  the  Government  the  question  of  how  the 
requisite  funds  could  be  provided  for  the  numerous 
works  of  improvement,  the  pressing  need  of  which  was 
indisputable. 

In  1860-61  the  PubUc  Works  expenditure  had  risen 
to  4,800,000/.,  and  in  1865-66  to  more  than  5,000,000/., 
and  it  had  become  apparent  that  the  ordinary  revenues 
could  not  furnish  funds  for  carrying  out  works  of  per- 
manent improvement  on  the  scale  that  was  felt  to  be 
desirable.  The  large  outlay  which  was  unavoidable  in 
the  years  immediately  following  the  Mutiny,  for  pro- 
viding temporary  quarters  for  the  European  troops, 
was  still   further  increased  when  the  building   of  the 
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permanent  barracks  b^an  ;  an  operation  which  is 
reckoned  to  have  cost  altogether  between  ten  and 
twelve  millions,  of  which  one-half  was  estimated  to  have 
been  spent  before  1869.  Under  the  pressure  thus 
caused  it  was  at  one  time  contemplated  to  provide  for 
the  new  barracks  by  borrowing,  and  though  this  idei 
was  in  form  given  up,  the  heavy  deficits  which  marked 
the  three  years  preceding  1869  made  the  actual  result 
little  different  from  what  it  would  have  been  if  special 
loans  for  this  purpose  had  been  obtained. 

The  severe  famine  of  1837-38  in  Northern  India, 
and  the  terrible  destruction  caused  by  it  in  many  dis- 
tricts, afforded  signal  proof  of  the  value  of  irrigation 
canals  in  protecting  the  tracts  through  which  they 
passed,  and  the  importance  of  works  of  this  class  wis 
strongly  brought  out  as  a  means  both  of  affording  pro- 
tection to  the  country  from  the  frightful  results  of 
widespread  famine,  and  of  adding  permanently  to  the 
resources  of  the  people  and  the  State.  Similar  ex- 
perience obtained  in  Madras  in  the  scarcity  of  1853 
enforced  these  lessons,  and  they  were  again  repeated  in 
the  North-Western  Provinces  in  the  severe  drought  of 
1859-60.  After  a  discussion  which  extended  over 
several  years,  tlie  Secretary  of  State  in  1864  at  length 
a(;cepted  the  conclusion  that  the  Government  shouM 
carry  out  all  the  irrigation  works  it  could  practically 
manage,  and  that  when  the  surplus  revenues  and  avail- 
able cash  balances  proved  insufficient  to  supply  the 
requisite  funds,  loans  should  be  raised  for  the  purpose. 
But  Ixjfore  this  decision  was  acted  on,  another  extreme 
drought  had  fallen  on  the  province  of  Orissa  in  Bengal, 
to  he  followed  in  the  next  year  by  a  similar  calamity 
in  Northern  India  extending  over  a  vast  area,  and  once 
more  affoitling  practical  proof  of  the  efficacy  of  irriga- 
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ion  canals  in  giving  complete  protection  againflt  the 
sflfects  of  drought  to  the  country  which  they  water. 

Thus  originated  the  policy  of  carrying  out  irrigation 
works,  by  direct  State  agency,  with  borrowed  funds. 
The  necessity  for  extending  irrigation  wherever  it  was 
practicable,  as  a  protection  against  famine  in  districts 
liable  to  drought,  which  had  been  enforced  by  the  sad 
and  recurring  experience  of  thirty  years,  was  at  last 
definitively  accepted,  and  it  was  recognised,  almost 
without  a  dissentient  voice,  that  the  State  must  itself 
undertake  the  construction  and  management  of  the 
works,  the  agency  of  companies  for  such  purposes  beuig 
manifestly  unsuitable  in  the  actual  condition  and  cir- 
cumstances of  the  Indian  agricultural  population. 

These  conclusions  first  took  a  practical  shape  during 
the  Government  of  Lord  Lawrence,  and  in  1867-68  the 
supply  of  funds  by  borrowing  for  what  were  originally 
called  '  Extraordinary  public  works  '  commenced.  The 
Grovemment  accepted  as  the  basis  of  their  action  pro- 
posals put  into  a  definite  form  by  one  of  the  authors 
of  this  work,  then  Colonel  E.  Strachey  and  Secretary 
in  the  Public  Works  department,  and  they  were  to  the 
following  effect.  It  was  reckoned  that  the  sum  which 
the  revenues  could  supply  for  these  purposes  would 
probably  not  exceed  500,000/.  yearly,  while  it  was 
estimated  that  the  sum  which  could  be  beneficially 
spent  during  the  next  ten  years  on  the  extension  of 
irrigation  was  not  less  than  30,000,000/.,  so  that  it 
would  be  necessary  to  borrow  largely  in  order  to  carry 
out  the  scheme  satisfactorily.  It  was  proposed  that 
the  accounts  of  the  expenditure  on  works  so  con- 
structed should  be  kept  separate  from  those  of  works 
supplied  wth  funds  from  the  ordinary  revenues, 
the  aim  was  to  protect  the  country  from  famine. 


Though 
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no  project  was  to  be  taken  up  which  did  not  promise  to 
be  fairly  remunerative  in  a  reasonable  time ;  and  it  was 
calculated,  from  the  data  supplied  by  similar  works,  that 
the  earnings  would  gradually  overtake  the  expenses, 
and  that  before  long  the  whole  interest  on  the  borrowed 
capital  would  be  covered,  any  charge  meanwhile  bcnng 
met  from  the  general  revenues.  The  essential  considera- 
tions which  were  held  to  justify  this  policy  were,  that 
the  works  would  really  be  worth  the  sum  spent  on  them, 
that  the  financial  risk  was  small,  and  one  wliich  the 
Government  was  bound  to  run  for  the  sake  of  giving 
to  the  country  the  best  possible  protection  againsi 
drought  and  famine,  while  the  present  charge  until  the 
works  became  remunerative  was  not  likely  to  be  ia 
excess  of  what  the  revenues  could  bear  without  incon- 
venience, and  would  soon  cease. 

The  total  expenditure  on  irrigation  works  from 
borrowed  money  during  the  first  five  years  amounted 
to  about  3,300,000/.,  excluding  a  sum  of  about 
1,000,000/.  paid  to  the  Orissa  Company  on  the 
transfer  of  their  undertakings  to  the  Government,  a 
measure  which  the  financial  position  of  the  company 
rendered  unavoidable.  For  the  next  few  years  the 
grants  were  increased,  and  were  somewhat  in  excess  of 
1,000,000/.  yearly,  but  they  have  again  been  reduced; 
the  whole  outlay  from  borrowed  funds  to  the  end  of 
1880-81  was  about  12,600,000/.,  including  the  pur- 
chase of  the  Orissa  works,  so  that  the  actual  chaqre 
incurred  during  the  first  ten  years  has  been  much  leas 
than  that  orifrinally  contemplated. 

In  1 809  it  was  proposed  by  Lonl  Lawrence  to  ex- 
tend the  system  thus  introduced  for  irrigation  works 
to  the  further  cleveh)pnient  of  railways.  His  conclusions 
to  this  eflect  were  recorded  in  a  minute,  dated  January 
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9,  1869,  which  it  is  now  no  breach  of  official  reserve 
to  say  was  drafted  by  Colonel  Strachey  and  accepted 
by  Lord   Lawrence  without  reservation.      The  plan 
sketched  out  in  this  paper  was  substantially  adopted 
by  the  Secretary  of  State,  and  by  Lord  Mayo  who 
succeeded  Lord  Lawrence  as  Governor-General,   and 
in   1870  the  first  steps  were  taken  to  give  it  efiect. 
The  principal  motive  in  this  case  was  the  desire  to  ex- 
tend as  widely  as  possible  the  great  commercial  benefits 
which  railways  were   seen  to  confer  on  the  country, 
their  extreme  importance  in  meeting  the  pressure  of 
£unine  not  having  been  yet  clearly  recognised.     It 
nvas  considered  expedient,  in  the  interests  of  economy, 
that  new  lines  should,  as  a  rule,  be  undertaken  directly 
by  the  State,  instead  of  by  an  extension  of  the  old 
system  of  guarantee,   the  financial  and   other  incon- 
veniences  of   which   had    been   strongly   felt;    while 
i^ithout  a  guarantee  capitalists  would   not  come  for- 
ward for  the   purpose.     The   outlay  on  railways  has 
much  exceeded  that  on  irrigation  works.     Li  1874-75 
the  yearly  expenditure  had  risen  to  about  3,000,000/., 
at  which  rate  it  remained  until  the   reduction  of  the 
sum  borrowed  for  Public  Works  was  enforced  under 
the  orders  issued  by  the  Secretary  of  State  in  1879. 
The  total  outlay  on  State  railways  up  to   the  end  of 
1880-81  has  been  about  26,689,000/.,  including  a  sum 
of  675,000/.  paid  to   the   Calcutta   and  South-Eastem 
Hiulway  Company,  which   surrendered  its  line   under 
the    provisions  of  its  contract,  as  it  did  not  pay  its 
working  expenses. 

When  the  Government  of  India  entered  on  this 
policy,  with  the  determination  to  provide  such  a  system 
of  irrigation  and  railways  as  the  safety  and  progress 
of  the  country  appeared   imperatively  to  demand,   it 
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distinctly  recognised  the  fact  that  for  a  time  at  lei^t 
some  not  inconsiderable  burden  would  be  placed  on  the 
revenues.  It  was  held  that  in  making  financial  provi* 
sion  for  these  great  works  of  material  improvement 
consideration  must  be  given  to  general  rather  than  to 
particular  results,  and  that  so  long  as  the  aggr^te 
net  charge  on  their  account,  after  taking  credit  fer 
the  income  they  earned,  did  not  exceed  a  sum  whidi 
the  revenues  could  meet  without  inconvenience,  it 
would  not  be  an  undue  sacrifice  on  the  part  of  the 
people  of  India  to  make,  for  some  years,  a  contributioi 
sufficient  to  secure  the  important  objects  in  view,  ia 
the  confident  expectation  that  before  long  the  growing 
income  of  the  works  would  reduce  the  burden,  if  not 
extinguish  it.  The  guaranteed  railways  were  regarded 
as  forming  a  portion  of  the  general  scheme  of  worki, 
and  the  charges  that  had  arisen,  or  were  likely  to  arise 
on  their  account,  were  held  to  be  undistinguishable  it 
their  financial  cliaracter  from  those  that  might  arise 
from  tlic  new  works  to  be  undertaken.  It  was  known 
that  for  several  previous  years  a  net  charge,  varjring 
from  1,500,000/.  to  1,760,000/.  had  been  met  from  the 
general  revenues  on  account  of  the  interest  on  guaran- 
teed railway  capital,  and  it  was  argued  that  a  charge 
of  some  such  amount  could,  without  objection,  be  fur- 
ther continued  for  a  limited  period. 

It  was,  liowever,  obvious  that  satisfactory  results 
could  not  be  secured  in  carrying  out  the  policy,  unless 
the  general  financial  position  was  at  tlie  same  time 
placed  on  a  thoroughly  sound  basis,  and  a  substantial 
surplus  of  ordinary  income  over  expenditure  main-  | 
taiued.  With  this  view  the  expenditure  on  ordinary  ^ 
public  works  was  largely  reduced,  and  chiefly  that 
on    niihtary  works  and    buildings   of  all   sorts,  which  ' 

( 
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I  1868-69  had  absorbed  2,380,000/.  out  of  a  total 
rant  (excluding  outlay  from  local  funds)  of  5,440,000/. 
ecurity  was  at  the  same  tune  taken  against  the  expan- 
ion  of  other  branches  of  outlay  by  the  adoption  of 
le  provincial  financial  system,  the  general  scope  of 
rhich  has  already  been  noticed,  and  which  will  be  more 
illy  discussed  in  a  subsequent  chapter. 

Further,  to  guard  as  far  as  possible  against  the 
iak  of  involving  the  finances  in  inconvenient  or  dan- 
erous  charges  for  interest  on  the  money  to  be 
orrowed,  the  Government  caused  a  forecast  to  be 
repared,  for  some  years  in  advance,  of  the  irrigation 
nd  railway  expenditure  which  it  proposed  to 
athorise.  The  estimate  thus  framed  in  1873  em- 
raced  the  proposed  outlay  to  1878.  For  irrigation 
'orks  an  expenditure  of  8,500,000/.  was  anticipated, 
nd  this,  it  was  reckoned,  would  lead  to  the  charge  for 
iterest  in  excess  of  net  income  gradually  increasing 
•cm  38,760/.  in  the  first  year  to  214,560/.  in  the  last. 
6r  railways  an  annual  outlay  of  3,000,000/.  was  con- 
^mplated,  to  result  in  2,125  miles  of  new  lines  to  be 
pened  by  1878,  with  an  excess  of  interest  charge  over 
et  income  at  the  end  of  the  period  amounting  to 
78,000/.  It  was  estimated,  however,  that  during  the 
une  interval  the  annual  net  chaise  for  guaranteed 
iterest  would  be  reduced  from  2,200,000/.  as  it  stood 
I  1872-73  to  1,400,000/.  in  1877-78,  so  that  the 
eneral  result  would  probably  be  a  reduction  of  total 
darge  of  about  200,000/. 

The  experience  of  the  next  two  years  led  to  a  re- 
ision  of  this  forecast,  and  in  consequence  of  the  actual 
»ult  being  more  favourable  than  the  anticipation,  it 
as  thought  possible  to  increase  the  yearly  expendi- 
ire  of  borrowed  money  to  4,000,000/.,  to  be  applied. 
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2,700,000/.  to  railways,  and  1,300,000/.  to  canals.  The 
estimate  thus  modified  in  1875,  and  extended  to  1880, 
indicated  a  result  not  materially  differing  from  the 
former,  and  still  showing  a  reduction  of  total  charge 
at  the  end  of  the  period  embraced  of  about  200,000/. 
yearly. 

Such  were  the  ori^nal  plans  for  the  extension  of 
railways  and  irrigation  works.  But  in  carrying  them 
out  considerable  modifications  were  by  d^rrees  intro- 
duced. The  term  ^  extraordinary,'  which  was  applied 
both  to  the  works  and  to  the  expenditure  supplied  from 
borrowed  money,  signified  in  the  conventional  language 
of  Indian  accounts  that  these  charges  were  to  be  ex- 
cluded from  the  ^  ordinary '  expenditure,  which  is  that 
met  from  the  revenues  of  the  year.  Hence  it  was 
thought  proper  to  treat  as  *  extraordinary  *  all  expendi- 
ture on  railways  and  canals  which  could  not  be  met 
from  the  revenues,  whatever  might  be  the  condittons 
or  circumstances  under  which  they  were  undertaken. 
The  question  of  the  probable  early,  or  even  ultimately 
remunerative  character  of  the  works  was  in  some  im- 
portant cases  altogetlier  set  aside,  the  justification  for 
the  outlay  having  been  found  in  considerations  of  a  poli- 
tical or  administrative  nature.  The  forced  purchase  of 
the  Calcutta  and  South-Eastem  Railway,  which  was  an 
admitted  financial  failure,  and  the  somewhat  similar 
transfer  to  tlie  Government  of  the  Orissa  Irrigation 
Works,  as  well  as  the  prosecution  of  tlie  railways 
tlirough  Sindh  and  from  Lahore  to  the  North-west 
frontier,  and  the  Madras  Harbour,  are  instances  in  which 
very  large  sums  were  expended,  and  treated  as  extra- 
ordinary outlay,  almost  irrespective  of  any  hopes  of 
early  financial  success.  Such  burdens  have  necessarily 
weiglieil  heavily  on  the  general  results,  adding  as  they 
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have  done  almost  one-fourth  or  one-fifth  to  the  total 
outlay. 

In  1876  the  great  fall  in  the  value  of  silver  in  rela- 
tion to  gold,  and  the  consequent  latge  increase  to  the 
cost  of  the  remittances  to  England,  together  with  the 
heavy  burdens  which  had  been  created  by  the  famine 
in  Bengal,  led  the  Government  somewhat  to  reduce 
the  expenditure  on  *  Productive  Public  Works '  (as  they 
were  then  for  the  first  time  called),  and  it  was  resolved 
to  restrict  the  outlay  of  this  description  to  the  amount 
which  it  was  thought  could  be  borrowed  in  India  with- 
out unduly  pressing  on  the  market,  and  this  was  then 
estimated  at  2,000,000/.  or  2,500,000/.  per  annum. 

From  this  time  also  increased  restrictions  were  im- 
posed on  the  application  of  borrowed  money  to  new 
works,  in  order  to  guard  more  completely  against  the 
risk  of  entering  on  undertakings  which  would  not  be 
remunerative,  and  which  might  therefore  lead  to  a  per- 
manent charge  for  interest  on  the  borrowed  capital 
being  thrown  on  the  general  revenues.  In  1878  and 
1879  the  whole  question  of  supplying  funds  by  borrow- 
ing for  pubUc  works  was  considered  by  a  committee  of 
the  House  of  Commons,  and  the  pohcy  of  the  Govern- 
ment, since  the  issue  of  their  report,  has  been  to  comply 
with  the  recommendations  it  contained.  The  com- 
mittee adopted  the  conclusion  that  the  principle  on 
which  the  Government  of  India  had  initiated  its  pohcy, 
namely  of  Umiting  and  r^ulating  the  expenditure  of 
borrowed  money  by  reference  to  the  dead  weight  of 
interest  uncovered  by  the  net  income  of  the  works  as 
a  whole,  could  not  be  accepted ;  and  they  proposed 
instead  to  place  an  absolute  Umit  on  the  yearly  outlay, 
with  increased  stringency  as  to  the  character  of  the 
works  to  be .  sanctioned.      They  further   advised  that 
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all  debt  incurred  for  public  works  should  be  separated 
from  the  general  debt ;  that  all  capital  expenditure  on 
productive  works  supplied  from  the  revenues  should 
be  dealt  with  in  the  accounts  as  though  it  had  been 
borrowed  ;  and  that  a  sum  equal  to  that  which  was 
thus  provided  should  be  transferred  from  the  *  Ordinary  * 
debt  to  the  *  Productive  Public  Works'  debt,  and  interest 
charged  against  the  works  accordingly. 

Mainly  as  the  result  of  these  recommendations 
there  have  been  introduced  into  the  public  account^t, 
entries  which  show  under  the  heads  of  *  Productive  Pub- 
lic Works  Eevenue/  and  *  Productive  Public  Works 
Expenditure,'  the  whole  income  and  charge  arising 
from  these  undertakings.  It  is,  however,  only  in  the 
last  year  of  our  series,  1880-81,  that  these  principles 
have  been  fully  carried  out,  and  the  results  for  previous 
years  are  consequently  not  properly  comparable  with 
them.  Nor  do  the  accounts  admit  of  an  immediate 
or  exact  comparison  with  the  forecasts  of  1873  and 
1875,  which  were  based  on  estimates  differently  treateil 
from  the  figures  shown  in  the  published  accounts. 

Notwithstanding  these  differences  the  figures*  are 
very  instructive;  they  give  complete  evidence  of  the 
caution  with  which  the  forecasts  were  prepared,  as  well 
as  of  the  soundness  of  the  principles  of  the  policy,  so 
far  as  the  practical  financial  results  afford  a  test,  and 
it  is  impossible  to  see  what  better  test  could  be  found. 

For  the  Irrigation  Works  the  accounts  of  past  years 
are  incomplete,  and  the  true  income  of  the  Madras 
and  Bombay  works  is  shown  for  the  first  time  in 
1879-80 ;  the  whole  interest  on  borrowed  funds, 
wherever  spent,  is  included  throughout ;  but  the  inte- 
rest on  capital  supplied  from  revenue  is  first  shown 
in  1880-81. 

*  See  the  Uble  at  f§^  07. 
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From  this  table  it  will  be  seen  that  (excluding 
1880-81,  which  is  not  comparable  with  the  earlier 
years)  the  total  yearly  charge  was  reduced  from 
2,269,000/.  to  277,000/. ;  or  excluding  the  Madras  and 
Bombay  net  income,  shown  for  the  first  time  in  1879 
-80,  and  amounting  to  300,000/.,  the  total  charge  in 
that  year  would  be  580,000/.,  still  showing  a  reduction 
of  more  than  1,500,000/.  Taking  the  aggr^ate  of 
the  eight  years,  whereas  the  forecast  contemplated  an 
excess  charge  of  17,100,000/.,  the  actual  charge  was 
only  9,281,000/.,  or  7|  milUons  less.  These  results 
have  followed  an  expenditure,  since  1872  of  6,600,000/. 
on  Guaranteed  Railways,  of  22,800,000/.  borrowed 
money  on  State  Railways,  and  of  7,400,000/.  borrowed 
money  on  Irrigation  Works ;  while  in  both  of  the  last 
classes  of  works  there  are  many,  on  which  large  sums 
have  been  laid  out,  which  are  still  incomplete  or  not 
fully  brought  into  operation,  and  which  are  therefore 
earning  up  to  the  present  time  little  or  no  income. 

The  true  practical  results  of  the  whole  policy  will, 
however,  be  better  seen  by  reviewing  together  the 
whole  of  the  charges  arising  from  the  ordinary  debt, 
from  the  guaranteed  railway  interest,  and  from  the 
public  works  outlay  of  all  descriptions  which  have  to 
be  met  from  the  revenues ;  thus  there  can  be  no  risk  of  i 
losing  sight  of  any  part  of  the  burdens  which  the  policy  : 
may  have  caused,  and  its  influence  on  the  general  ( 
financial  position  will  be  rendered  more  apparent.  In 
the  Appendix  will  be  found  in  detail  the  figures  from 
1868-69,  when  the  policy  was  initiated,  to  the  present 
time,  and  these  will  be  better  understood  with  the  help 
of  the  following  remarks.^ 

The  entry  *  Net  interest  on  debt '  indicates  the  whole 

'  An  abstract  will  be  found  at  the  end  of  thli  chapter. 
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amount  paid  as  interest  on  the  public  debt  proper,  ex- 
cluding service  funds  and  deposits ;  and  after  deducting 
the  receipts  under  interest. 

The  net  interest  is  divided  so  as  to  separate  the  inte- 
rest on  the  borrowed  Productive  public  works  capital, 
which  in  the  last  year  includes  interest  on  the  capital 
supplied  from  revenue,  from  the  interest  due  to  the 
ordinary  debt. 

Under  *  Guaranteed  railways '  has  been  still  included 
(to  facilitate  comparisons)  the  East  Indian  Railway, 
though  its  financial  position  was  much  changed  after 
its  purchase  in  1880.  The  entries  under  interest  show 
the  true  gross  guaranteed  railway  interest  paid  ;  those 
under  net  income  give  the  net  traflSc  receipts  after 
deducting  the  share  of  surplus  profits  paid  to  the  com- 
panies and  all  other  contingent  charges.  The  published 
accounts  have  commonly  included,  with  the  guaranteed 
railway  interest,  the  interest  on  the  Madras  Irrigation 
capital  (which  is  placed  under  '  Irrigation  works '  in 
the  present  statement)  and  the  payments  of  the  surplus 
profits ;  the  net  traflSc  receipts  being  shown  in  the  gross. 
But  this  gives  an  inaccurate  view  of  the  facts,  for  the 
true  Uability  of  the  State  is  only  in  respect  of  the 
guaranteed  interest,  and  the  true  set-ofi*  is  the  net  traflSc 
receipts  after  deducting  any  share  of  surplus  payable 
to  the  companies. 

The  entries  under  'State  railways'  are  properly 
comparable  throughout,  though  the  rate  of  interest 
charged  on  the  borrowed  capital,  which  is  4  per  cent. 
in  the  earUer  years,  and  has  been  taken  from  the  return 
of  net  revenue  and  expenditure  presented  to  the  House 
of  Commons,  June  2,  1881,  differs  from  that  shown 
in  the  Indian  separate  accounts,  which  is  4^  per  cent. 

In  the  two  last  years  large  sums  have  been  spent 
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from  *  revenue'  on  railways,  treated  as  due  to  the 
Afghan  war ;  the  cost  of  these  is  not  included  in  the 
present  figures,  and,  as  it  is  not  added  to  the  Pro- 
ductive works  capital,  interest  has  not  been  charged  on 
it  in  the  account^. 

Under  '  Irrigation,'  until  1879-80,  the  true  income 
on  the  Madras  and  Bombay  works,  which  is  mainly  re- 
ceived as  land  revenue,  is  not  shown.  For  the  other 
provinces  the  figures  are  approximately  correct,  and 
they  include  the  portion  of  irrigation  income  re- 
ceived with  the  land  revenue  so  far  as  it  has  been 
ascertained;  they  will  therefore  not  agree  with  the 
published  accounts  which,  until  1879-80,  do  not  include 
this  element  of  income  under  the  head  of  ^pubUc 
works.'  The  aggregate  of  the  public  works  charges  of 
all  descriptions  is,  however,  left  unchanged,  and  will 
be  found  to  agree  with  the  sums  entered  in  the  Parlia- 
mentary return  just  mentioned. 

The  guaranteed  interest  on  the  Madras  Irrigation 
Company's  capital  is  included  with  interest,  under 
*  Irrigation  works,'  at  the  rate  of  50,000/.  yearly,  and 
the  losses  on  tlie  working  of  the  company's  canals  have 
been  added  to  the  working  charges  of  the  State  canals. 

In  the  last  year  only  has  interest  been  charged  on 
the  capital  supplied  from  revenue,  spent  in  past  years 
on  the  irrigation  works  classed  as  '  productive  ; '  and,  as 
the  published  accounts  do  not  show  the  years  in  which 
this  expenditure  took  place,  this  defect  cannot  be  pro- 
perly corrected.  The  net  income  of  1879-80  may 
therefore,  by  reason  of  this,  be  regarded  as  exaggerated 
(in  comparison  with  the  figures  of  previous  years)  to  the 
extent  of  about  200,000/. ;  as,  however,  in  the  earlier 
years  the  income  is  understated  by  the  omission  of  the 
Madras  and  Bombay  net  revenues,  whirh  would  exceed 
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the  understated  charges  for  interest  on  the  capital  ob- 
tained from  revenue,  the  correction  if  made  would  no 
doubt  make  the  result  still  more  favourable  than  that 
shown  in  the  statement. 

The  *  Ordinary  pubhc  works '  expenditure  is  for 
all  purposes  other  than  the  productive  works,  and  it  is 
charged  against  the  revenues  of  the  year.  Since  1868 
-69  the  outlay  on  miUtary  buildings  and  works  of  all 
sorts  has  been  rather  more  than  1,000,000/.  yearly, 
and  about  the  same  amount  has  been  provided  for 
local  works  from  local  frmds,  leaving  from  two  to  three 
miUions  as  the  sum  suppUed  from  the  general  revenues 
for  aU  civil  buUdings,  roads,  and  misceUaneous  objects. 
The  increase  in  1880-^1  is  in  part  due  to  the  railway 
expenditure  from  revenue  before  noticed,  and  in  part 
to  an  expansion  of  the  provincial  and  local  outlay  on 
pubhc  works. 

The  general  results  may  be  stated  as  follows : — 

1.  The  capital  outlay  on  all  classes  of  productive 
works  has  been  increased  in  the  thirteen  years  since 
1868-69  from  80,409,000/.  to  142,223,000/. 

2.  The  net  yearly  charge  on  all  accounts  for  the 
same  works,  including  all  interest  on  capital,  has  fallen 
during  the  same  period  from  1,791,000/.  to  195,000/. 

3.  The  net  interest  on  the  ordinary  public  debt,  ex- 
cluding that  due  to  public  works,  has  fallen  from 
4,785,000/.  to  2,898,000/. 

4.  The  total  charge  for  the  productive  works  and 
debt  together  has  fallen  from  6,576,000/.  to  3,093,000/. 

5.  The  outlay  on  ordinary  public  works  after 
1868-69  was  reduced  from  6,471,000/.  to  a  yearly 
amount  varying  between  4^  and  a  little  more  than  5 
millions. 

6.  Comparing  1870-71,  the  year  in  which  the  pro- 
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vincial  system  was  established,  with  1880-81,  the 
aggregate  charge  for  debt  and  pubHc  works  of  all  sorts 
fell  from  10,643,000/.  to  8,405,000/.  Comparing  1868 
-69  with  the  last  year  of  the  series,  the  reduction  in 
the  aggregate  yearly  charge  has  been  from  13,047,000/. 
to  8,405,000/.,  or  no  less  than  4,642,000/. 

7.  To  sum  up :  The  outlay  of  62,000,000/.  on  Irri- 
gation works  and  railways  has  been  accompanied  by 
an  ultimate  yearly  reduction  of  charge  of  3,000,000/. 
sterling.  India  has  now  obtained  works  to  the  value 
of  142,000,000/.,  which  produce  a  gross  income  of 
15,500,000/.  and  (excluding  interest  charges  on  capital) 
a  net  income  of  7,000,000/. ;  and  consequently  yield  a 
return  of  4f  per  cent,  on  the  capital  outlay,  which 
pays  all  interest  except  a  present  net  residual  yearly 
charge  on  the  State  of  195,000/.,  or  less  than  3 
shillings  per  100/.  per  annum  on  the  capital  invested. 
These  results  have  been  secured  in  a  period  during 
which  India  has  experienced  a  succession  of  famines, 
unparalleled  in  history,  leading  to  an  extraordinary 
expenditure  of  about  14,800,000/. ;  during  the  same 
time  the  fall  in  the  value  of  silver  has  led  to  an  excep- 
tional outlay,  in  excess  of  the  average  of  former  years, 
amounting  to  not  less  than  10,000,000/. ;  and  lastly  the 
war  in  Afghanistan,  after  deducting  the  grants  made 
by  England,  has  cost  18,000,000/.  net,  which  has  been 
met  from  the  revenues. 

It  is  difficult  to  understand  how  facts  such  as  these 
should  have  been  so  completely  misconceived  or  over- 
looked, and  that  the  utterly  mistaken  idea  should  have 
been  so  widely  disseminated  and  accepted,  that  the 
pubhc  works  poUcy  of  the  last  ten  years  has  been 
leading  India  to  financial  difficulty,  if  not  ruin.  It 
is  only  by  the  most  complete  neglect  of  proper  inquiry 
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into  the  facts  that  such  ideas  could  have  been  formed ; 
the  opinion  that  the  expenditure  from  borrowed  funds 
has  in  the  period  under  review  been  dangerously  large 
cannot  be  sustained  for  a  single  instant  by  the  financial 
results,  which  prove  conclusively  that  following  this 
expenditure,  and  as  its  immediate  consequence,  there 
has  been  a  positive  improvement  of  the  resources  of 
the  State  amounting  to  3,000,000/.  yearly.  During 
this  period  there  has  been  virtually  no  increase  of  taxa- 
tion, and  notwithstanding  the  very  heavy  extraordinary 
demands  of  late  years,  the  efiective  debt  of  the  country, 
so  far  from  having  been  increased,  has  been  largely 
reduced.  Further  elucidations  of  this  point  will  be 
supplied  in  the  sequel. 

But  it  is  not  on  the  purely  financial  aspect  of  the 
poUcy  under  consideration  that  its  full  justification 
rests.  We  must  turn  also  to  the  actual  results  of  the 
works,  and  inquire  what  has  been  their  efiect  on  the 
country,  and  how  their  construction  and  management 
have  been  carried  out  as  regards  economy  and  efficiency. 

Commencing  with  the  railways,  it  will  be  found  that, 
on  a  capital  outlay  of  124,417,000/.,  the  gross  receipts 
in  1880-81  amounted  to  14,240,000/.,  and  the  net  receipts 
to  6,096,000/.,  or  close  upon  5  per  cent,  on  the  capital, 
results  which  compare  favourably  with  those  of  any 
other  country.  In  the  United  Kingdom  the  average 
return  for  1879  was  415  per  cent.,  and  it  has  never 
been  above  4*74  per  cent. ;  in  England  and  Wales 
out  of  a  total  capital  outlay  of  442,000,000/.  only 
122,000,000/.  earned  more  than  6  per  cent.,  and  only 
41,000,000/.  earned  more  than  6  per  cent. 

The  guaranteed  railways  in  India  in  1880-81 
earned  6,495,000/.  net  on  a  capital  of  97,728,000/., 
being  at  the  rate  of  5^  per  cent.     The  State  lines  on 
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a  capital  of  26,689,000/.  will  earn  about  2^  per  cent,  in 
1880-81.  But  only  one  of  these  lines  had  been  open 
more  than  six  years,  whereas  the  older  guaranteed  lines 
have  been  at  work  twenty-five  years,  and  at  a  corre- 
sponding period  of  their  existence  they  hardly  gav^  such 
good  results  as  the  State  lines  now  give.  Comparing  the 
older  lines  with  the  new  it  must  also  be  remembered 
that  the  latter  pass  through  relatively  poor  district^ 
and  that  as  the  former  receive  valuable  additions  to 
their  traffic  from  the  newer  State  lines,  the  whole  advan- 
tage obtained  from  the  latter  cannot  be  properly  esti- 
mated without  making  some  allowance  for  the  traffic 
they  contribute  to  the  older  lines. 

On  the  whole  it  may  confidently  be  affirmed  that 
there  is  no  country  in  which  the  railways,  taken  as  a 
whole,  have  been  constructed  with  more  economy,  or, 
having  regard  to  the  conditions  to  be  dealt  with,  offer 
better  present  financial  results,  or  more  encouraging 
prospects  for  the  future.  The  gross  receipts  have 
increased  from  5,750,000/.  in  1868-69  to  14,240,000/. 
in  1880-81,  and  the  net  receipts  have  grown  from 
2,500,000/.  to  more  than  6,000,000/.,  or  nearly  in  the 
same  propoition ;  which,  bearing  in  mind  the  immature 
condition  of  many  of  the  lines  last  constructed  or  still 
under  construction,  is  eminently  satisfactory. 

It  is  fair  to  reckon  the  cost  of  transport  by  rail  at 
about  one-fourth  of  the  cost  by  carts,  so  that  on  this 
standard  India  now  benefits,  by  reason  of  its  railways, 
to  an  amount  which  may  be  taken  at  thrice  the  gross 
receipts,  or  40,000,000/.  yearly. 

The  soundness  of  this  view  is  confirmed  by  the 
great  expansion  of  the  foreign  trade  since  the  railways 
have  come  into  operation.  The  first  lines  were  opened 
in  1854.     In  the  five  years  before  that  time  the  aver- 
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age  yearly  imports  of  merchandise  were  valued  at 
11,000,000/. ;  for  the  last  five  years  the  average  has 
been  upwards  of  39,000,000/.,  and  in  the  year  just 
closed  the  value  has  risen  to  52,000,000/.  For  the 
first-named  period  the  exports  of  merchandise  averaged 
19,000,000/.  yearly,  for  the  last  five  years  the  value 
has  been  62,000,000/.,  and  for  the  year  just  ended  they 
have  risen  to  70,000,000/.  Thus  in  the  last  twenty-six 
years,  or  since  the  railways  have  come  into  use,  the 
aggregate  foreign  trade  has  grown  in  value  from  thirty 
millions  to  more  than  130  millions  sterling.  The  weight 
of  goods  carried  has  increased  between  1868  and 
1880  from  about  3,000,000  tons  to  more  than 
10,000,000,  and  the  number  of  passengers  from 
16,000,000  to  more  than  47,000,000. 

Bearing  in  mind  that  this  remarkable  expansion  of 
trade  and  traffic  has  been  contemporaneous  with  years 
of  altogether  exceptional  pressure  on  the  population, 
caused  by  the  extreme  droughts  and  consequent  high 
price  of  food  over  very  large  areas,  it  is  impossible  to 
avoid  the  conclusion  that  a  great  advance  has  been 
made  in  the  producing  and  purchasing  power  of  the 
people,  or  to  doubt  that  this  advance  has  been  in  a 
very  important  degree  due  to  the  improved  and  cheap 
means  of  transport  given  by  the  railways,  and  to  the 
increased  production  and  security  provided  by  the  ex- 
tension of  irrigation  works.  The  position  of  railways 
in  relation  to  the  protection  of  the  country  against 
the  efiects  of  famine  will  be  more  fully  dealt  with  in 
the  sequel ;  their  value  in  the  recent  great  calamities 
of  season,  in  bringing  food  supplies  to  districts  where 
the  people  without  their  aid  must  have  had  their  suffer- 
ings vastly  aggravated,  has  been  incalculable  ;  in  many 
cases,   indeed,  without   the   railways,  millions   of   the 
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population  must  have  been  left  in  a  position  almost 
beyond  the  possibility  of  relief 

On  the  larger  irrigation  works  which  are  dassed 
as  '  productive/  about  18,000,000/.  have  been  spent, 
12,500,000/.  from  borrowed  fiinds  and  5,250,000/.  from 
revenue.  There  are  also  other  works  of  the  same 
character,  not  classed  as  ^  productive,*  for  which 
borrowed  money  has  not  been  granted,  the  capital 
outlay  on  which  has  been  about  2,500,000/.  In  all^ 
the  capital  invested  in  irrigation  works  for  which 
accounts  of  revenue  are  prepared  is  something  less  than 
20,250,000/. ;  the  estimated  net  income  from  them  for 
1880-81  is  1,100,000/.,  or  about  5^  per  cent,  on  the 
outlay,  divided  in  the  proportions  of  900,000/.  from 
the  productive  works  class,  and  200,000/.  from  the 
others. 

The  accounts  for  1879-80  give  the  following  results 
for  the  irrigation  works  classed  as  productive  in  the 
chief  provinces. 


Prorinos 

CftpiUl 

Net  reremie 

IiitaratAt 
4\  p«r  ocBi. 

Rrprat 

• 

Bengal  . 
Nortii  -  west ) 
Provinces   ( 
Punjab . 
Madras. 
Bombay 

4,080,000 

6,346,000 

3,544,000 
1,720,000 
1,333,000 

18,000 

260,000 

170,000 

427,000 

10,000 

220,000 

237,000 

1/»S,000 
77,000 
60,000 

32,000 

15,000 
360,000 

aos/xx) 

40,000 

Total 

10,033,000 

804,000 

748,000 

146,000 

— 

The  bad  results  in  Bengal  arise  from  the  Orissa  and 
Sone  works  which,  as  before  mentioned,  were  pur- 
chased by  the  Government  from  the  company  that 
began  them.  The  relatively  large  returns  in  Madras 
are  due  to  the  high  average  rates  paid  on  the  irrigalioii 
of  rice,  which  is  the  staple  crop,  and  to  the  small  capi- 
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tal  outlay.  The  Bombay  works  are  not  giving  a  satis- 
&ctx}rj  return. 

In  the  North-Westem  Provinces,  for  which  the  ac- 
counts are  available  in  a  more  complete  shape  than 
elsewhere,  we  find  that  in  1872-73  the  capital  outlay 
on  all  works  in  operation  (including  some  which  are 
not  technically  classed  as  productive)  was  close  upon 
3,000,000/. ;  the  net  profits  amounted  to  6^  per  cent. 
on  that  capital,  and  the  irrigated  area  was  941,000 
acres.  In  1878-79  the  capital  outlay  on  all  works  in 
operation  had  risen  to  4,500,000/.,  with  an  increase 
of  profits  to  8.^  per  cent.,  and  an  extension  of  the 
irrigation  to  1,737,000  acres.  Besides  this,  about 
1,500,000/.  of  capital  had  been  spent  on  the  Lower 
Ganges  Canal,  which  had  not  come  into  operation,  but 
even  including  this  outlay  the  net  income  would  still 
amount  to  6  per  cent,  on  the  entire  sum. 

In  the  year  1877-78  a  sum  of  2,260,000/.  had  been 
spent  on  irrigation  works  in  the  Punjab,  the  irrigated 
area  being  1,324,000  acres.  The  value  of  the  food 
crops  raised  on  the  two  principal  canals  in  that  year  was 
estimated  at  2,000,000/.,  and  of  other  crops  about 
1,000,000/.,  in  aU  3,000,000/.,  and  of  this  it  is  con- 
sidered that  at  least  one-half  was  saved  by  irrigation. 
Thus,  in  a  single  year,  these  two  canals  added  to  the 
wealth  of  the  Punjab  a  sum  not  less  than  two-thirds 
of  their  entire  original  cost.  The  net  canal  revenue 
shown  in  the  accounts  for  this  year  was,  however,  only 
119,000/.,  being  about  5.^  per  cent,  on  the  capital  outlay 
on  works  in  operation,  a  result  which  obviously  suppUes 
a  wholly  inadequate  test  of  their  real  value  to  the 
country.  In  the  North-West  Provinces,  in  1877-78,  the 
whole  capital  outlay  being  about  4,500,000/.,  the  value 
of  the  crops  raised  was  6,000,000/.,  and  it  is  reckoned 
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that  one-half  would  have  been  lost  without  the  canal 
irrigation.  The  net  revenue  received  was  315,600/.,  t 
result,  again,  which  in  no  way  indicates  the  true  value 
of  the  works,  for  here,  too,  the  value  of  the  produce 
saved  by  them  was  3,000,000/.  sterling,  and  equalled 
about  three-fourths  of  the  first  cost  of  the  works. 
Similar  results  might  be  gathered  fix>m  almost  every 
province. 

Though  the  results  of  irrigation  are  not  so  favour- 
able  in  Bengal  as  in  the  North- West  Provinces  and 
Punjab,  there  is  even  there  abundant  evidence  of  its 
value.     Up  to  the  end  of  1878  the  outlay  on  the  Sone 
canals  had  been  1,908,000/.,  of  which  probably  20  per 
cent,  is  due  to  the  elaborate  provisions  made  for  navi* 
gation.     In  the  drought  of  1873-74  these  canals  were 
very  incomplete,  and  water  was  rudely  poured   over 
the  fields  through  cuts  in  the  banks.     The  result  was 
that  159,500  acres  of  rice  were  saved,  worth  not  less 
than  600,000/.    Were   a  similar  season  of  drought  to 
occur  again,  1,000,000   acres   might  be   watered,  the 
value  of  which   would  approach  4,000,000/.  sterling, 
or  about  double  the  cost  of  the  works.     It  may  still 
be   long,  under   the  existing   system   of  management, 
which  avowedly  looks  to  the   proceeds  of  the   public 
works  land  cess  as  supplying  a  contribution  from  the 
landholders   in   aid  of  the   necessary  charges  for  this 
and  other  similar  works  in  Bengal,  before  a  direct  re- 
turn is  obtained  equal  to  the  interest  on  the  3,110,000/. 
spent,  or  remaining  to  be  spent,  to  complete  the  canals 
of  Orissa;   but  should  another  severe  drought  occur 
after  they  are  completed,  their  value  would  be  incalcul- 
able.    In  1865-66,  wher  there  were  no  canals,  about 
1,600,000/.  was   spent   on   famine   relief  in  this   pro- 
vince;  yet    about    1,000,000   persons   perished    from 
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irvation,  and  the  province  was  enriched  by  no  single 
iblic  work  to  set  against  the  outlay  incurred. 

From  the  hilly  character  of  the  Deccan  districts  of 
ombay,  their  broken  surface,  and  the  absence  of  con- 
antly  flowing  rivers,  the  construction  of  large  irri- 
ition  works  has  b^n  more  difficult  and  more  costly 
kere  than  in  other  parts  of  India ;  but  some  of  the 
orks  by  which  the  waters  of  the  minor  streams  are 
dlised,  though  on  a  small  scale,  are  extremely  pro- 
uctive,  and  the  value  of  watered  crops  is,  in  ordinary 
ears,  not  less  than  four  times  that  of  others. 

In  Sindh  we  find  a  large  province  in  which,  it  being 
bnost  rainless,  agriculture  and  population  would  be 
like  impossible  without  irrigation,  but  with  this  pro- 
3ction  it  has  1,800,000  acres  of  cultivated  land,  has 
eached  a  fair  condition  of  prosperity,  and  gives  evi- 
[ence  of  far  greater  capacities  in  the  future. 

The  two  great  deltaic  systems  of  irrigation  in 
fadras  originated  by  our  Government,  the  Gkxlaveri 
jid  the  Kistna,  yield  returns  of  15  and  11  per  cent, 
espectively  on  the  capital  spent  on  them.  During 
.876-77,  a  year  when  every  unirrigated  district  was 
mporting  the  food  of  a  large  portion  of  its  popula- 
ion,  the  value  of  the  rice  produced  in  the  deltas  of 
he  Godaveri  and  Kistna  is  calculated,  at  the  prices 
hen  prevailing,  to  have  been  not  less  than  5,000,000/. 
jterUng  ;  the  quantity  exported  by  sea  from  CJoconada, 
the  port  of  the  Godaveri  delta,  was  valued  at  870,000/., 
whUe  an  equal  quantity  is  believed  to  have  been  ex- 
ported by  land.  The  Caveri  works  are  still  more  pro- 
fitable, but  the  revenue  they  produce  cannot  properly 
be  compared  with  their  recorded  cost,  as  they  are  very 
largely  the  result  of  the  labour  of  years  antecedent  to 
British  nJe,  the  value  of  which  cannot  be  estimated. 
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It  is  needless  to  dwell  further  on  the  value  of 
the  larger  class  of  irrigation  works  in  time  of  drought 
The  advantages  obtained  by  irrigation  are,  however, 
far  from  being  limited  to  such  seasons.  Even  where 
the  rain  is  most  abundant,  it  is  reckoned  that  a  com- 
mand of  irrigation  will  increase  the  produce  of  rice  by 
40  per  cent.  The  ordinary  rental  of  land  in  Northern 
India  is  doubled  by  irrigation,  while,  on  an  average  of 
eleven  districts  in  Madras,  the  increase  is  fourfold,  and 
in  Tinnevelly  it  is  said  to  be  tenfold.  In  Mysore  the 
selling  price  of  irrigated  land,  under  favourable  condi- 
tions, is  quoted  at  35/.  per  acre,  while  land  which  b 
unirrigated  would  only  fetch  21.  or  21.  lOs. 

In  almost  every  part  of  India  artificial  irrigation  is 
practised  with  great  advantage  to  most  crops,  and  to 
many  of  the  most  valuable  this  aid  is  essentiaL  It  is 
estimated  that  out  of  a  total  area  usually  under  cultiva- 
tion, amounting  to  200,000,000  acres,  about  30,000,000 
are  irrigated  ;  8,000,000  from  the  better  class  of  irriga- 
tion works,  12,000,000  from  wells,  and  the  residue  from 
other  less  trustworthy  sources  of  supply.  Whether 
as  a  means  of  increasing  the  necessary  food  supply  of 
the  people,  or  of  stimulating  the  production  of  the 
agricultural  staples  of  commerce,  the  extension  of  irri- 
gation must  be  pronounced  to  be  almost  the  greatest 
blessing  that  can  be  bestowed  on  the  country,  and 
the  construction  of  the  great  works  which  have  been 
carried  out  in  conformity  with  the  policy  now  under 
discussion,  must  unquestionably  be  classed  among  the 
most  truly  beneficent  acts  of  the  British  government  in 
India. 

A  retrospect  of  this  chapter  of  our  adminiatrmtion 
shows  that,  notwithstanding  many  unforeseen  obstacles, 
the  results  obtained   have  preatly  surpassed   in   their 


SUCCESS  OP   POLICY.  Ill 

success  the  moderate  anticipations  of  those  who  initiated 
the  policy  of  carrying  out  works  of  permanent  utility 
with  borrowed  money.  The  modifications  which  have 
by  degrees  been  introduced  into  the  original  scheme, 
mainly  as  consequences  of  the  very  fluctuating  opinion 
which  r^ulates  the  action  of  Indian  administration,  and 
of  the  unfortunately  small  amount  of  real  knowledge  of 
the  essential  facts  to  be  dealt  with,  which  is  possessed 
by  persons  influential  in  forming  and  directing  that 
opinion,  have  constantly  tended  to  throw  heavier  bur- 
dens on  the  profit  and  loss  account  of  the  projected 
system  of  works  than  was  at  first  contemplated ;  but 
the  thoroughly  sound  character  of  the  scheme  has  been 
most  significantly  proved  by  the  ultimate  financial 
results  obtained,  notwithstanding  the  continually  in- 
creasing severity  of  the  tests  appUed  to  it.  All  that 
was  first  asked  was  that  this  policy  should  not  lead 
to  any  increase  of  the  public  burdens.  It  has  already 
reduced  these  burdens  by  a  yearly  amount  of  3,000,000/. 
sterling. 

That  an  outlay  between  40,000,000/.  and 
50,000,000/.  could  be  incurred  without  some  blunders 
or  failures  was  not  to  have  been  anticipated.  But 
there  is  no  reason  for  regarding  the  failures  which 
have  occurred  as  more  conspicuous  than  those  which 
necessarily  attend  all  human  action,  or  than  those 
which  have  arisen  in  the  eflbrts  to  supply  India  with 
education,  good  laws,  eflScient  courts  of  justice,  and  the 
like.  On  the  contrary  there  is  the  best  ground  for 
thinking,  on  the  evidence  which  has  been  adduced  of 
the  practical  results,  that  no  portion  of  the  public 
expenditure  has  more  completely  and  certainly  repaid 
the  people  by  whom  it  has  been  provided  than  that 
which  has  been  devoted  to  works  of  the   productive 
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class;  while  it  has  been  directly  most  beneficial  to 
the  people,  it  has  greatly  added  to  the  resources  of  the 
State,  and  has  led  to  an  important  improvement  in  the 
general  financial  position  of  India. 

Nor  can  the  thorough  success  of  this  policy  be 
challenged  because  an  analysis  of  the  elements  of  income 
and  charge  shows  how  large  a  portion  of  the  eflec- 
tive  income  is  due  to  the  older  irrigation  works,  which 
naturally  took  advantage  of  the  more  easily  accessible 
sources  of  water  supply,  and  to  the  older  railways,  which 
occupied  the  main  lines  of  traffic;  or  because  that 
analysis  indicates  that  the  largest  returns  are  mainly 
derived  from  a  comparatively  small  number  of  con- 
spicuously profitable  undertakings.  Nor  will  the  prin- 
cipal conclusions  be  shaken  if  allowances  are  made  for 
cases  like  that  of  the  Caveri  irrigation  works,  in  which 
perhaps  100,000/.  of  the  income  now  obtained  is  not 
due  to  any  action  taken  by  our  Government.  A  policy 
of  this  description  must  be  judged  by  its  results  as  a 
whole.  In  its  nature  its  success  depends  on  balancing 
the  unusually  good  against  the  bad.  The  object  in 
view  was  not  merely  to  supply  the  more  wealthy  parts 
of  the  country  with  conveniences  for  which  they  could 
readily  pay,  but  to  give  to  the  poorer  tracts  what  to 
them  were  essentials  of  well-being,  or  even  of  exist- 
ence, and  which  were  quite  beyond  their  means  if  they 
were  left  unassisted.  Such  an  end  could  only  be 
secured  by  treating  the  undertaking  as  a  whole,  and 
dealing  with  India  as  a  whole.  Thus,  without  putting 
undue  pressure  on  any  part  of  the  community,  the  more 
prosperous  have  silently,  but  efficiently,  aided  the 
poorer,  and  the  prospects  of  the  future  have  been 
everywhere  improved. 
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Note  to  Chapter  VIL 

In  the  Accounts  of  the  last  two  years  the  manner  of  treating 
the  guaranteed  railway  receipts  has  been  changed,  so  that  the 
figures  are  not  properly  comparable  with  those  of  the  earlier 
years.  The  net  traflfie  receipts  now  appear  without  modification, 
in  the  conventional  currency  of  10  rupees  to  H.,  instead  of 
being  converted  into  sterling  at  the  contract  rates  of  exchange. 
The  new  procedure  is  no  doubt  more  correct.  Its  effect  is  to 
make  the  railway  receipts  appear  larger,  as  they  now  include 
the  amount  which  was  before  shown  as  *  Gain  by  exchange,' 
and  treated  as  a  deduction  from  the  ^  Loss  by  exchange ; '  this 
last  head  being  now  to  the  same  extent  increased.  To  bring 
the  years  before  1879-80  into  harmony  with  the  two  last  years, 
an  addition  of  rather  more  than  200,000^.  should  be  made  to 
the  net  traflfie  receipts  for  each  year  from  1869  to  1872,  of 
about  300,000f.  for  the  next  three  years,  and  of  400,000/.  for 
the  next  three.  It  has  been  thought  better  to  deal  with  the 
figures  as  they  appear  in  the  published  accounts,  making  this 
explanation,  rather  than  to  alter  them  in  what  might  appear  a 
somewhat  arbitrary  manner.  Complications  of  the  accounts 
are  unavoidable  in  dealing  with  the  adjustment  of  the  rupt*f 
and  sterling  currencies,  and  the  guarant^»ed  railway  transactions. 

The  figures  in  this  chapter  will  not  be  foimd  to  agree  with 
those  given  in  Mr.  J.  Dan  vers'  reports  on  Indian  railways,  thos«» 
reports  stating  the  traflfie  receipts  and  expenditure  at  the  con- 
tract rates  of  exchange,  and  not  in  rupee  currency,  and  being 
also  for  the  calendar  and  not  for  the  financial  vear. 

Further,  it  should  be  noticed  that  in  the  table  on  the 
preceding  page,  and  in  this  chapter  generally,  the  amounts  of 
interest  on  debt  are  those  shown  in  the  published  accounts, 
without  the  corrections  explained  at  pages  118  to  120. 


CHAPTER   Vm. 

THE   PUBLIC   DEBT   OF   IXDIA. 

THK   TRTTB  CRITSKIOK  OP  THB  POLICY  OP   BORROWING   FOR  PUBUC  WORKS- 


nmentEsm  ok  reproducttyr  works  should  be  distinguished  from 

OBBnrABT  DEBT — REVIEW  OP  INCREASE  OP  DEBT  AND  ITS  PRESENT 
AMOUNT  AND  CONSTITUSNTS— ORDINARY  DEBT  AND  CHARGE  POR  IN- 
IMUDBT  OBSATLT  REDUCED — INTEREST  ON  PUBLIC  WORKS  INTESTMENTS 
HOW  PAR  COTERSD  BT  NET  INCOME — GENERAL  POSITION  OP  DEBT  AND 
PUBLIC  WORKS  CAPITAL — RETURNS  PROM  THSBE  INTBSTMENTS — DISCHARGE 
OP  DEBT  HOW  PAR  DESIRABLE — STERLING  DEBT — ITS  LARGE  INCREASE — 
IMPORTANCE  OP  PREVENTING  ITS  GROWTH — DEFPICULTIBS  IN  WAY  OP  ITS 
BKDUCTION — BUPEB  DEBT — EXPEDIENCY  OP  ESTABLISHING  A  SINKING 
FUITD  FOR  DISCHARGE  OP  DEBT  INCUBRED  FOR  PUBLIC  WORKS — MARKET 
PRICE  OP  SBCL'RITIXS  INDICATES  COMPLETE  MAINTENANCE  OP  CREDIT — 
eUARANTEED  RAILWAY  CAPITAL — THE  OBLIGATIONS  IT  CREATES — IMPOR- 
TANCE OP  EXERCISING  POWERS  OP  PURCHASE — RESULTS  OP  PURCHASE  OP 
EAST  INDIAN  RAILWAY. 

It  has  already  been  remarked  that  the  true  criterion  of 
the  financial  success  of  the  policy  of  borrowing  money 
for  the  prosecution  of  public  works,  and  the  true 
test  of  how  far  provision  has  been  made  for  future 
expenditure  on  famine  rehef  by  present  reduction  of 
debt,  will  be  found  in  the  actual  burden  caused  from 
time  to  time  by  the  pubUc  works  and  debt  taken  toge- 
ther. It  is,  of  course,  true  that  many  other  causes 
besides  the  two  just  referred  to  operate  in  determining 
the  amount  of  debt  incurred  or  discharged,  and  of 
tlie  interest  charge  arising  from  the  debt ;  but  if  it  be 
found  that  the  charge  on  account  of  debt  is  not  in- 
creased, and,  a  fortiori^  if  it  is  directly  reduced,  it  may 
\ye   unhesitatingly  affirmed   that  the   measures   of  the 
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Government  have  been  successful,  in  proportion  to  the 
value  to  the  country  of  the  works  provided  for  its 
material  improvement  and  protection  against  famine. 

Though  the  evidence  already  adduced  in  proof  of 
the  success  of  these  measures,  and  of  the  wisdom  which 
dictated  their  adoption,  might  be  considered  sufficient, 
yet  it  is  desirable  that  every  possible  hght  should  be 
thrown  on  so  important  a  subject,  and  the  more  so 
because  it  has  been  freely  asserted  that  the  increase  of 
late  years  in  the  public  debt  of  India  has  become  a 
great  danger,  and  that,  whatever  be  the  importance 
of  the  objects  aimed  at  by  those  who  advised  bor- 
rowing to  extend  public  works,  this  course  ought 
altogether  to  be  abandoned. 

It  is  a  manifest  misuse  of  language  to  speak  of  out- 
lay on  works  of  permanent  utility,  which,  as  a  whole, 
already  meet  all  the  expenses  arising  from  them,  and 
yield  a  surplus  after  paying  the  ordinary  rate  of  inte- 
rest on  the  capital  laid  out  on  them,  as  though  such 
investments,  if  provided  for  by  borrowing,  were  un- 
distinguishable,  or  rather  ought  not  to  be  distin- 
guished, from  debt  for  whicli  no  return  can  either  Im? 
obtained  or  hoped  for.  The  debt  which  has  been  in- 
curred for  the  productive  pubUc  works  of  India,  viewetl 
as  a  whole,  is  debt  which  involves  neither  the  obliga- 
tion of  reimbursement  nor  a  charge  for  interest,  but 
which  brings  a  direct  profit  to  the  debtor  ;  and  it  would 
be  as  little  rational  to  describe  the  capital  outlay  on 
the  railways  of  Great  Britain  as  a  grievous  burden 
on  this  country,  as  to  speak  of  the  similar  investments 
in  India  as  a  danger  or  an  evil. 

It  is  no  doubt  a  fair  question  for  discussion  whether 
the  Government,  in  adopting  the  system  of  constructinjr 
these  works  directly  through  its  own  agency,  did  what 
was  best  in  the  actual  cir<*umstances,  and  this  will  bt* 
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more  fully  considered  subsequently.  But  the  point 
more  immediately  in  view  is  to  ascertain  the  actual  re- 
sults of  the  course  that  has  been  pursued. 

Statements  will  be   found  in  the  Appendix  which 
show  the  position  of  the  debt  of  India  since  1868-69. 
The  total  amount  of  the  permanent  debt  appearing  in 
the  accounts  has  increased  from  97,379,000/.   at   the 
end  of  that  year  to  157,149,000/.  at  the  end  of  1880 
-81,   or  in   all    by   about    60,000,000/.      The    above 
amounts    include   the    debt    incurred   for    productive 
public   works,  which   has   increased   from   1,241,000/. 
to    39,656,000/.,   or   by    38,415,000/.;    and    the   sum 
raised  in  part  payment  for  the  East  Indian  Eailway  and 
for  subsequent  capital  outlay,  amounting  to  10,208,000/. 
Allowance  must  also  be  made,  as  a  set-off  against  the 
addition  to   the  debt,  on   account   of  the   loans   and 
advances  to  municipalities,  public  trusts.  Native  States, 
and  others  which,  in  the  first-named  year,  were  Uttle 
more  than  680,000/.,  but  in  the  last  exceeded  8,000,000/. 
These  loans  and  advances  are  covered   by  correspond- 
ing payments  of  interest,  and,  as  no  ultimate  liability 
or  charge  on  the  revenues  can  arise  from  them,  they 
create   no  permanent    burden.       In   the   last   year   of 
the  series  a  sum  of  5,306,000/.  was  transferred  from 
the  ordinary  debt  to  the  productive  pubUc  works  debt 
(under   the  rules    that  have   been   before   explained), 
to  cover  the  capital  outlay  from  revenue  on  the  pro- 
ductive pubUc  works  which  have  been  aided  by  bor- 
rowed   money.     Consequently  the  whole   debt  in  the 
last    year,   stated    in    round    numbers,   may   be    thus 
divided  —  ordinary     debt,     93,839,000/.  ;     productive 
public    works,    44,962,000/.;     East    Indian    Railway, 
10,208,000/.  ;   loans  and  advances,  8,140,000/. ;    total, 

157,149,000/.  r^ 

J, 

To  make  a  proper  comparison  between  the  first  and 
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last  years  of  the  series,  it  becomes  necessary^  however, 
to  point  out  that  in  1874  a  sum  of  4,679,416/.  was 
added  to  the  debt  to  complete  the  sum  required  for  the 
discharge  of  the  East  India  Company's  stock  in  that 
year,  the  capital  amount  of  which  was  not  entered  in 
the  account  as  debt  The  residue  of  the  sum,  about 
7,500,000/.,  was  obtained  by  the  investment  of  the 
guarantee  fund  formed  in  1834,  which  was  dealt  with 
altogether  outside  of  the  public  accounts.  Conse- 
quently, for  a  proper  comparison,  the  sum  of  4,579,416/. 
should  be  looked  on  as  having  formed  part  of  the 
public  debt  in  1868-69,  instead  of  having  been  in- 
curred only  in  1874.  Further,  the  sum  of  5,306,000/. 
transferred  from  the  ordinary  to  the  productive  pubUc 
works  debt  in  1880-81,  was,  in  fact,  spent  in  a  long 
series  of  years,  commencing  before  1868—69.  It  is  not 
now  possible  to  say  how  much  of  this  amount  is  due  to 
the  earlier  period,  and  for  purposes  of  the  present 
comparison  it  will  be  best  to  omit  the  transfer  entirely, 
thereby  assuming  that  no  reduction  of  the  ordinary 
debt  has  taken  place  from  this  cause  since  1808-69, 
which  is  a  view  unduly  unfavourable  to  the  j)eri(>d 
after  that  year. 

Making  these  allowances,  it  will  appear  that  the 
ordinaiy  debt  in  1868-69  stood  at  100,033,000/.,  and 
in  1880-81  at  99,145,000/.,  or  was  reduced  by  nearly 
1,000,000/.,  and  this  reduction  will  be  an  effective  one 
if  the  interest  on  the  rest  of  the  debt  is  adequately 
covered  by  corresponding  receipts.  To  ascertain  how 
this  is  we  must  turn  to  the  interest  charges. 

In  dealing  with  the  interest  charges,  that  item  of 
interest  which  is  paid  on  service  and  other  funds  and 
deposits  must  be  excluded  from  consideration,  as  it 
represents    payments   of  a   totally  different   character 
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from  that  of  interest  on  the  debt  proper ;  the  former 
being  more  or  less  optional  in  their  nature,  and  in  no 
way  representing  liabiUties  caused  by  borrowing  to 
meet  the  financial  exigencies  of  the  State. 

The  gross  interest  on  debt  proper  (with  which  is 
iacluded  in  the  accounts,  till  1874,  the  payment  of 
630,000/-  yearly  to  the  proprietors  of  India  stock)  was 
a  little  in  excess  of  6,000,000/.  in  1868-69,  and  rose 
to  6,096,000/.  in  1880-81,  the  average  rate  (excluding 
the  payment  on  India  stock,  the  capital  of  which  is 
not  included  with  debt)  havmg,  at  the  same  time,  fallen 
from  4-6  per  cent,  to  3-8  per  cent. 

The  netmterest  rose  from  4,814,000/.  to  5,251,000/., 
or  only  by  437,000/. ;  the  net  rate  paid  (excluding  the 
loans  and  advances  on  which  interest  is  charged  by 
Government  to  its  debtors)  being  4*3  per  cent,  in  the 
first  year,  and  3*2  per  cent,  in  the  last. 

For  purposes  of  comparison  a  correction  of  the  inte- 
rest charge,  similar  to  that  above  made  in  the  account 
of  the  capital  debt,  will  be  needed.     Of  the  630,000/. 
Entered  in  the  earUer  years  for  the  payment  to  pro- 
f^rietors   of  India  stock,   450,000/.   may   be   properly 
Regarded  as  the  sura    which  was  covered   by  the  ac- 
cumulated guaranteed  fund,  and  180,000/.  as  the  true 
interest  charge   corresponding    to  the  capital  sum  of 
'^,579,416/.  added  to  the  debt  in   1874,  as  before  ex- 
J^lained.      In  hke  manner  the  interest  on  the  capital 
^c^mount  of  5,306,000/.,  transferred  to  productive  public 
\vorks   in   1880-81,    amounting   to    238,000/.,   should 
follow  the  capital  debt,  and  be  deducted  from  the  inte- 
t-est  charge  on  the  ordinary  debt  in  1868-69.      Making 
these  corrections  the  net  interest    charge  in  1868-69 
on  ordinary  debt  will  be  4,097,000/.,  and  in  1880-81, 
2,896,000/.,  showing  a  reduction  of  1,201,000/.  yearly. 
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The  interest  charge  on  productive  works  (excluding 
the  guaranteed  interest)  will  in  like  manner  be  267,000/. 
in  1868-69,  and  (excluding  also  344,000/.  on  account  of 
the  East  Indian  Railway)  2,011,000/.  in  1880-81,  show- 
ing an  increase  of  1,744,000/.  It  remains  to  be  seen 
how  far  the  receipts  cover  this  charge. 

The  net  income  of  productive  public  works,  ex- 
cluding the  guaranteed  railways  and  canals,  rose  from 
199,000/.  in  the  first  year  to  1,534,000/.  in  the  last, 
an  improvement  of  1,335,000/,,  leaving,  therefore,  a  net 
increase  of  charge  of  409,000/.  in  1880-81  for  interest 
not  covered,  and  reducing  the  improvement  under 
ordinary  debt,  from  1,201,000/.  to  792,000/. 

As,  however,  the  policy  contemplated  the  inclusion 
of  the  guaranteed  railways  and  canals  in  the  general 
category  of  productive  works,  the  charge  or  income,  as 
the  case  may  be,  due  to  them  must  also  be  considered. 
The  net  charge  for  the  guaranteed  works  in  1868-69 
was  1,961,000/.  while  there  is  in  1880-81  a  net  receipt 
of  626,000/.,  making  (after  deducting  344,000/.  fur 
interest  on  account  of  the  East  Indian  Railway  whii-h 
appears  as  a  charge  under  interest  on  debt)  an  im])rove- 
ment  of  2,243,000/.  ;  this,  combined  >vith  the  net  im- 
provement of  792,000/.  before  arrived  at,  produces  a 
total  reduction  of  3,035,000/.  of  net  yearly  charge  for 
interest  and  productive  works  together. 

On  the  whole,  therefore,  it  is  not  only  true  that  the 
capital  of  the  ordinary  debt  may  be  regarded  as  haviiifr 
been  reduced  in  1880-81  by  1,000,000/.  below  what  it 
was  in  1868-69,  and  the  interest  on  it  by  about 
1 ,200,000/.  yearly ;  but  besides  this,  after  paying  the 
"whole  interest  on  the  money  actually  borrowed  for 
productive  w^orks,  and  on  5,250,000/.  spent  from  re- 
venue, and  meeting  the  whole  charge  arising  from  the 
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guaranteed  railways,  the  net  income  of  the  works  is 
such  that  there  now  remains  only  the  small  deficiency 
of  195,000/.  as  compared  to  a  deficiency  of  1,791,000/. 
in  1868-69,  and  of  2,269,000/.  in  1872-73. 

That  the  full  significance  of  these  results  may  be 
felt,  it  must  be  repeated  that  during  the  eight  years 
1873-74  to  1880-81  there  has  been  spent,  as  before 
said,  from  the  revenues,  on  famine  relief  the  sum  of 
14,700,000/.,  and  in  the  three  years  1878-79  to  1880 
-81  on  the  Afghan  war  18,350,000/.  So  that  it  has 
been  possible  in  this  period  of  thirteen  years  to  meet 
the  entire  charge  arising  from  the  most  disastrous 
series  of  famines  on  record,  and  to  provide  an  increase 
of  the  capital  laid  out  on  productive  works  and  other 
useful  objects  of  no  less  than  68,000,000/.,  with  an 
absolute  reduction  of  debt  instead  of  any  increase,  after 
having  paid  upwards  of  18,000,000/.  of  war  charges. 

Looking  to  the  actual  position  in  1880-81  we  find 
it  to  be  as  follows  : — 


Total  amount  of  ordinary  debt 

Net  intereet  thereon  .... 

Total  guaranteed  railway  capital,  including  the  Easi 
Indian  Railway  .... 

6ro68  receipts  therefrom 

Net  receipts   ...... 

Net  Gk)vemment  receipts,  after  payment  of  all  in- 
lereBv       ..... 

Total  State  railway  capital    . 

Gross  receipts  therefrom        .            .            .            . 

-^et              fy                 ff                      ... 

Net  charge  after  payment  of  interest  on  capital 

.    £93,a39,000 
2,808,000 

.    £97,728,000 

.       12,066,000 

6,495,000 

> 

337,000 

26,689,000 

2,175,000 

602,000 

608,000 

Total  irrigation  capital  (excluding  Madras  Company) 
Gross  receipts  therefrom        .            .            .            , 
^et           „             „    ^ 
Net  income  after  payment  of  interest  on  capital 

17,806,000 

1,367,000 

927,000 

76,000 

Total  capital    .            .            .            .            . 
Gross  receipts .            .            .            .            . 

Net  State  charge  after  paying  all  interest 

.  £142,223,000 

16,597,000 

7,024,000 

195,000 

122  FINANCES  AND   PUBLIC  WORKS  OP  INDIA. 

Viewing  the  aggregate  public  debt  and  guaranteed 
railway  capital  as  investments  for  the  benefit  of  India, 
we  shaU  find  that  the  whole  amount  stood  in  1868-69 
at  176,547,000^.,  and  at  244,669,000^.  in  1880-81, 
with  a  corresponding  charge  on  the  revenues  of  India 
in  the  former  year  of  6,576,000/.,  being  at  the  rate  of 
3-8  per  cent.,  and  of  3,106,000Z.  in  the  last,  being  at  the 
rate  of  1*3  per  cent. ;  thus,  with  an  increase  of  40  per 
cent,  in  the  amount  of  the  investment,  the  charge  on  the 
public  has  been  reduced  to  one-third  of  its  original  rate. 

The  sums  paid  yearly  as  interest  on  debt  and  as 
the  interest  and  surplus  profits  of  the  guaranteed 
railways,  which  constitute  the  return  upon  the  invest- 
ments of  the  capitaUsts  who  have  furnished  the  amount 
above  mentioned,  have  increased  from  8,984,000/.  to 
rather  more  than  11,000,000/.  in  the  year  1877-78  and 
those  following  it.  Setting  aside  the  3,000,000/.  which 
is,  so  to  speak,  the  burden  placed  on  India  for  its  un- 
profitable debt,  there  remains  a  sum  of  8,000,000/.  which, 
therefore,  represents  the  yearly  profits  on  the  capital 
invested  in  the  great  public  works ;  profits,  moreover, 
obtained  without  causing  any  burden  on  India,  India, 
on  the  contrary,  obtaining  the  vast  advantages  of  the 
works  with  no  payment  excepting  that  w^hich  is  volun- 
tarily made  for  the  conveniences  supplied  in  return. 

Such  results  show  conclusively  how  Uttle  foundation 
there  is  for  the  allegation,  on  the  one  side,  that  the  re<*ent 
public  works  policy  of  the  Government  of  India  has 
been  leading  to  consequences  of  an  alarming  nature, 
from  the  burden  they  are  throwing  on  the  country  ;  and 
on  the  other,  that  this  policy  has  proved  a  bar  to  the 
profitable  investment  of  capital  in  India. 

In  closing  this  i)art  of  the  discussion,  it  may  be  well 
to  indicate  more  precisely  what  has  l>een  the  amount 
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of  the  burden  which  has  actually  been  placed  on  the 
revenues  during  this  series  of  years,  and  which  it  was 
from  the*  outset  foreseen  would  be  a  necessary  conse- 
quence  of  the  measures  adopted.     It  may  easily  be 
calculated  that  the  accumulated  net  charge  due  to  the 
productive   pubUc  works,   guaranteed  railways,  State 
railways,  and  irrigation  works  from  1868-69  to  the  end 
of  1880-81,  with  compound  interest  yearly  at  4  per 
I  cent.,  would  amount  to  rather  more  than  22,000,000/. 
I  If  the  whole  of  this  sum  had  been  borrowed,  and  no 
charge  whatever  had  been  thrown  on  the  revenues  by 
the  payment  of  interest,  the  present  result  would  be 
that  the  net  yearly  interest  charge  for  productive  works 
would   be    mcreased  from    195,000/.    to    1,037,000/. 
Hence,  in  such  an  event,  the  aggregate  net  charge  for 
productive  works,  together  with  all  interest,  including 
j  that  on  the  ordinary  debt,  would  have  been  increased 
J  from  3,091,000/.,  as  it  now  is,  to   3,933,000/.     Com- 
I   paring   this   with   the   total   charge   in   1868-69,   viz. 
!   6,576,000/.,  we  should   still   find   an   improvement   of 
iQore  than  2,500,000/.  yearly,  so  that  from  this  point  of 
view  also  the  result  remains  thoroughly  satisfactory. 

Further,  it  becomes  obvious  that  so  far  from 
Lord  Lytton's  Government  having  failed  to  make  pro- 
vision for  the  future  possibilities  of  heavy  charges  for 
famine  by  the  present  reduction  of  debt  and  of  net  in- 
terest, to  secure  which  the  measures  of  so-called  famine 
insurance  were  designed,  as  will  be  subsequently  ex- 
plained, such  has  been  the  elasticity  of  the  revenues 
that  the  ordinary  debt  is  less  now  than  it  was  in  1877 
-78  by  6,000,000/.,  and  the  net  charge  for  interest  less 
by  1,000,000/.,  while  the  net  charge  for  productive 
public  works  of  all  sorts,  including  all  interest  on  capi- 
^1,  has   virtually   disappeared.      That   this   has  been 
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accomplished  in  the  midst  of  a  time  of  extreme  financial 
pressure,  consequent  on  the  war  in  Afghanistan,  and 
immediately  following  the  recent  years  of  most  severe 
droughts,  has  doubtless  been  mainly  due  to  the  rapid 
increase  of  the  wealth  of  India  during  this  period ;  but 
the  success  is  complete,  and  those  by  whose  action 
and  whose  counsels  the  way  has  been  opened  for  it 
may  confidently  abide  by  the  verdict  which  facts  have 
thus  already  pronounced. 

The  foregoing  statements  supply  a  firm  ground  on 
which  to  rest  the  consideration  of  the  policy  which 
India  may  best  adopt  in  future  in  relation  to  its  public 
debt.  It  is  not  necessary  here  to  reproduce  the  well- 
known  truisms  which  are  so  often  repeated  as  to  the 
importance  of  paying  off  debt  from  surplus  income. 
The  practical  question  which  needs  attention  is  how 
best  to  secure  a  reasonable  diminution  without  inter- 
fering with  the  progress  of  the  country,  and  with- 
out placing  undue  burdens  upon  the  revenues  for  pro- 
viding works  of  permanent  utiHty  by  which  posterity 
will  benefit  even  more  than  the  present  generation  of 
taxpayers. 

Attention  has  elsewhere  been  directed  to  the  increase 
of  the  home  charges  which  has  attended  the  gro^vth  of 
the  Sterling  debt  and  of  the  guaranteed  railway  lia- 
biUties,  and  an  opinion  has  been  expressed  that  every- 
thing possible  should  be  done  to  reduce  this  branch  of 
the  expenditure.  The  sterling  debt  has  increaseil  from 
31,698,000/.  in  1868-69  to  71,335,000/.  in  1880-81, 
that  is,  by  39,637,000/.  If  from  this  be  deducted  the 
4,579,000/.  required  to  complete  the  discharge  of  the 
sum  due  to  the  proprietors  of  India  stock,  and  the 
9,576,000/.  raised  in  connection  with  the  East  India 
Railway  purchase,  there  will  remain  nearly  25,500,000/. 
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as  the  addition  to  the  sterUng  debt  caused  by  the  financial 
exigencies  of  the  period,  and  it  is  difficult  to  avoid  the 
conclusion  that  this  is  the  one  serious  blot  on  the 
administration  of  Indian  finance  in  this  period. 

That  the  additions  to  the  home  debt  thus  made  were 
regarded  as  unavoidable  in  the  actual  circumstances  is 
not  questioned,  and  indeed  such  were  the  difficulties  of 
the  time,  in  consequence  of  the  great  fall  in  exchange, 
that  it  is  possible  that  no  other  course  could  have  been 
followed.  But  unless  a  recovery  in  the  exchange  takes 
place,  the  reUef  obtained  by  borrowing  in  London 
may  in  the  end  be  very  dearly  purchased.  Excluding 
the  last  two  years  of  the  series,  there  has  been  Uttle 
advantage  gained  by  borrowing  in  sterhng,  other  than 
that  secured  by  avoiding  the  loss  by  exchange  on  an 
equivalent  rupee  remittance,  and  sooner  or  later  this 
must  be  made  good  again,  if  not  on  the  discharge  of 
the  debt  then  on  the  payment  of  the  interest  on  it,  un- 
less some  fortunate  turn  of  events  shall  once  more  raise 
the  value  of  the  rupee  to  something  like  its  old  rate. 

Considering  the  very  obvious  importance  of  reduc- 
incr  the  home  disbursements  of  the  Indian  Government 
to  a  minimum,  and  the  equally  obvious  difficulties  in 
the  way  of  making  remittances  by  the  sale  of  the  bills 
of  the  Secretary  of  State  on  India,  in  sufficient  amount 
to  pay  off  any  important  part  of  the  sterhng  debt,  it  is 
not  easy  to  see  what  objection  could  be  taken,  on 
grounds  of  general  pohcy,  to  any  measures  that  could 
be  devised  for  transforming  the  sterling  into  rupee  debt, 
and  thus  obtaining  indirectly  those  means  of  discharging 
the  debt  which  cannot  be  obtained  dbectly.  Though 
it  may  be  true  that  EngUsh  constitutional  practice 
requires  the  sanction  of  Parliament  to  the  raising  of 
loans  in  England  by  the  Secretary  of  State  for  India, 
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there  would  be  no  apparent  cause  for  jealousy  of  a 
power  to  transform  sterling  into  rupee  debt,  or  to  sell 
rupee  securities,  subject  to  the  condition  that  the  pro- 
ceeds should  be  applied  to  discharge  sterling  debt  or 
other  similar  sterhng  habilities. 

In  dealing  with  the  rupee  debt  there  are  no  such 
technical  diflSculties  to  be  overcome,  and  the  main  ques- 
tion with  reference  to  it  is  to  consider  what  are  the 
conditions  under  which  it  is  possible  or  expedient  to 
continue  borrowing  for  the  prosecution  of  public 
works,  and  at  the  same  time  to  discharge  debt.  It 
can  hardly  be  said  that  the  debt  of  India  at  present 
causes  any  very  heavy  burden  on  the  country,  or  that 
there  is  any  particular  urgency  in  its  reduction.  The 
net  charge  for  interest  is  hardly  in  excess  of  3,000,000/., 
out  of  a  total  net  expenditure  of  46,000,000/. 

The  part  of  the  debt  due  to  pubUc  works  may  Ik? 
taken  at  55,000,000/.,  or,  excluding  the  East  Indian  Rail- 
way portion,  45,000,000/.  It  would  not  appear  unrea- 
sonable to  provide  for  tlie  gradual  discharge  of  this  by 
the  action  of  some  form  of  sinking  fund,  which  should 
distribute  the  burden  over  a  series  of  years.  One  per 
cent,  on  the  capital,  with  interest  at  4  per  cent.,  would 
pay  it  off  in  about  forty  years,  and  some  such  rate  ap- 
pears likely  to  be  suitable.  For  reasons  which  will  be 
stated  subsequently  it  would  probably  be  preferable  to 
place  the  responsibility  for  the  gradual  discharge  of  the 
capital  debt  incurred  for  public  works,  on  the  Provin- 
cial Governments  under  which  they  are  constructed 
and  kept  in  operation.  Such  a  sinking  fund  would  at 
present  involve  an  actual  discharge  of  debt  to  the 
extent  of  about  450,000/.  yearly,  and  the  changes  which 
occur  from  time  to  time  by  the  Lapse  of  old  8iM::urities 
would  conmionly  give  the  opportunity  of  applying  the 
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accumulating  contributions  in  a  convenient  manner. 
The  powers  which  are  possessed  by  the  currency 
department  to  invest  the  currency  reserve  in  Goveni- 
ment  securities  to  the  extent  of  six  crores  of  rupees 
would  give  facihties  for  such  operations. 

As  the  discharge  of  debt  can  only  take  place  when 
there  has  been  a  surplus  of  revenue  over  expenditure, 
the  continuance  of  any  policy  of  reducing  debt  neces- 
sarily impUes  a  succession  of  years  of  surplus,  and  in- 
volves the  recuiTcnce  of  a  consideration  of  the  relative 
expediency  of  reducing  taxation,  or  applying  a  realised 
surplus  to  the  discharge  of  debt ;  but  it  would  mani- 
festly be  out  of  place  here  to  enlarge  on  such  a  subject, 
which  can  only  be  usefully  dealt  with  as  the  occasion 
actually  arises. 

An  examination  of  the  market  price  of  the  securi- 
ties of  the  Govermnent  of  India  during  the  period 
under  review  gives  no  useful  indications  of  the  extent 
to  which  the  increase  of  the  total  amount  of  the  debt 
may  have  affected  the  selling  price.  The  fluctuations 
appear  to  have  been  mainly  dependent  on  the  varying 
rates  of  interest  in  the  money  market,  and  the  rates  of 
exchange  between  India  and  England,  and  the  latest 
results  are  altogether  opposed  to  any  idea  that  the 
markets  have  been  overweighted  with  such  securities 
either  in  this  country  or  in  India.  How  little  the  credit 
of  the  Indian  Government  has  been  affected  by  the 
clamours  of  the  past  year  or  two  is  sufficiently  demon- 
strated by  the  fact  that  the  issue  price  of  the  loan 
issued  in  Calcutta  in  the  spring  of  last  year,  immediately 
after  the  announcement  of  the  serious  error  that  had 
been  made  in  the  war  estimates,  was  actually  higher 
than  the  market  price  immediately  before ;  and  the 
success  of  the  Secretary  of  State's  3^  per  cent,  loan. 
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which  immediately  rose  to  a  premium,  poiDts  to  the 
same  conclusion. 

Before  leaving  this  part  of  the  subject  reference 
may  perhaps  usefully  be  made  to  the  position  of  the 
Indian  Government  in  relation  to  the  guaranteed 
railway  capital.  The  obligation  to  pay  interest  on  this 
at  the  stipulated  rate,  commonly  5  per  cent.,  with  a 
set-ojff  of  the  net  traflSc  receipts,  operates  of  course  in  a 
way  which,  when  there  is  any  deficiency  in  the  net  re- 
ceipts, is  identical  with  a  hability  to  pay  interest  on 
ordinary  debt.  This  charge  at  present  is  from  500,000/. 
to  700,000/.  yearly,  of  which"  more  than  half  is  due 
to  the  Madras  Railway.  The  Great  Indian  Peninsula 
Railway  causes  a  charge  of  less  than  100,000/.  in  one 
half-year,  in  the  other  half-year  giving  a  surplus,  and 
may  so  remain  for  some  years.  The  Oudh  and  Ro- 
hilkhund  and  the  South  Indian  lines  will  probably 
continue  to  bring  a  charge,  from  50,000/.  to  100,000/. 
each,  for  several  years.  The  Punjab  and  Sindh  line 
has  improved  considerably,  but  is  still  likely  to  cause  a 
burden  of  about  100,000/.  The  East  Indian  and  tlie 
Eastern  Bengal  lines  are  permanently  yielding  a  surplus 
income.  The  Bombay  and  Baroda  line  will  certainly 
reach  this  condition  almost  immediately. 

The  conditions  of  the  contracts  with  these  com- 
panies are  complicated,  and  it  is  not  necessary  to  ex- 
plain them  in  detail.  But  in  all  cases  they  are  such 
as  to  make  it  to  the  interest  of  the  Government  to 
exercise  the  power  of  purchase,  which  is  among  the 
conditions,  at  the  earliest  date  possible.  It  happened, 
very  unfortunately  for  the  interests  of  India,  that  owing 
to  a  misconception  on  this  point  the  Secretary  of  State 
some  years  ago  gave  up  his  first  power  of  purchase 
in  the  case  of  the  Great  Indian  Peninsula,  Bombay  and 


PUBCHASE  OF   EAST  IXDIAX   RAILWAY.  129 

Baroda,  and  Madras  railways,  and  cannot  exercise  it 
for  twenty-five  years  to  come.  The  money  value  of  the 
loss  caused  by  this  error  can  hardly  be  estimated  at 
less  than  several  millions  sterUng,  but  it  is  now  beyond 
remedy,  and  all  that  can  be  done  is  to  take  care  that 
no  such  blunder  is  again  permitted.  On  the  whole 
it  seems  probable  that,  at  least  for  the  next  ten  years, 
the  aggregate  burden  caused  by  the  less  productive  of 
these  railways  will  not  be  reduced  much  below  500,000/. 
yearly ;  but  the  set-off  that  is  even  now  obtained 
firom  the  more  profitable  lines  covers  the  deficiency, 
and  yields  a  direct  surplus,  and  the  ultimate  advantage 
to  the  State,  though  in  a  somewhat  distant  future,  and 
paid  for  by  considerable  present  sacrifices,  will  certainly 
be  very  large. 

The  power  of  purchase  has  been  already  exercised 
with  the  most  satisfactory  results,  in  the  case  of  the  East 
Indian  Bailway,  and  a  brief  explanation  of  the  manner 
in  which  this  was  done,  and  of  its  present  and  probable 
future  financial  effect,  will  afford  the  best  indication  of 
the  way  in  which  other  similar  operations  may  be 
expected  to  work. 

The  Secretary  of  State,  under  the  contract  with  the 
East  Indian  Railway  Company,  was  able  to  purchase 
their  undertaking  by  creating  an  annuity  for  seventy- 
four  years  in  their  favour,  equal  in  capitalised  value  to 
the  amount  of  their  share  capital,  taken  at  the  average 
price  during  the  three  years  preceding  the  purcliase. 
This  price  was  by  agreement  settled  at  125/.  for  100/. 
stock,  and  the  rate  of  interest  for  calculating  the 
annuity  at  4/.  6^.  per  cent.  The  capital"  having  been 
26,200,000/.  an  annuity  of  1,473,750/.  was  created, 
which  is  at  the  rate  of  4^  per  cent,  on  32,750,000/. 
At   the   same  time    the   Government   took   over    tlio 
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debentures  of  the  company,  aggregating  in  amount 
4,450,000/.  The  purchase  having  been  thus  disposed  of 
a  working  lease  of  the  railway  was  given  to  the  com- 
pany, on  the  following  basis.  A  nominal  sum  of 
6,650,000/.,  which  is  one-fifth  of  the  purchase-money 
on  which  the  annuity  was  reckoned,  was  to  be  left  with 
the  Secretary  of  State  during  the  currency  of  the  lease, 
a  corresponding  deduction  being  made  fi'om  the  amount 
of  the  annuity.  On  this  sum  interest  was  guaranteed 
at  the  rate  of  4  per  cent,  on  the  security  of  the  revenue 
of  the  railway.  The  net  receipts  of  the  line  after  pay- 
ing all  working  expenses,  and  a  contribution  to  a  Pro- 
vident fiind,  were  then  to  be  dealt  with  as  follows. 
From  the  receipts  were  to  be  deducted  the  following 
sums :  (1)  the  amount  paid  by  the  Secretary  of  State  on 
account  of  the  annuity,  (2)  the  guaranteed  interest  to 
the  working  company,  (3)  interest  on  the  debentures 
taken  over  from  the  old  company,  and  (4)  interest  on 
all  moneys  advanced  by  the  Secretary  of  State  for  the 
purposes  of  the  working  company.  Tlie  Secretary  of 
State  was  to  supply  all  needful  capital  required  for 
extensions  of  the  undertaking,  being  paid  interest  there- 
on as  just  stated.  The  residue  was  then  to  be  divided, 
in  the  proportions  of  one-fifth  to  the  working  company 
and  four-fifths  to  the  Government.  All  sterling  pay- 
ments of  interest  and  annuities,  &c.,  made  by  the  Secre- 
tary of  State  were  also  to  be  converted  into  rupee 
currency  at  the  current  rate,  instead  of  at  the  old  fixed 
conventional  rate  of  1.^.  10^/.  per  rupee. 

The  general  result  of  the  change  thus  made  will 
appear  by  comparing  the  actual  amounts  received  by 
the  Government  and  the  company  respectively  for  the 
year  1880,  under  the  new  arranj/ement,  with  what  they 
would  have  been  under  the  old  one. 
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Under  the  new  arrangement,  the  net  traflSc  receipts 
for  the  year,  after  the  payment  to  the  Provident  fund, 
being  2,84,66,849  rupees,^  they  were  distributed  as 
follows : 

Annnitj  and  Interest R&  1,90,71,220 

SarpliiB  to  Companj R&    17,72,600 

toGoYemment Ra.   70^,039 


Under  the  old  contract  the  result  would  have  been  : 

Gfuuranteed  Intereet,  1^408,000^1  at  1«.  lOtL       .  Rs.l, 63,41 ,818 

Surplus  to  Company Rs.  50^)4,107 

Loss  by  Exchange  on  Guaranteed  Interest       .  R&    11,23,102 

Residue  to  Goyemment,  net     .        .                .  Rs.  50,07,766 


Therefore  the  Government  direct  advantage  is  26,15,173 
rupees,  or  about  260,000/.  in  the  year.  But  as  this 
profit  will  be  made  after  paying  the  instalments  of  the 
purchase-money  included  in  the  annuity,  the  average 
amount  of  which  for  the  74  years  is  about  440,000/. 
yearly,  the  whole  advantage  may  be  taken  at  700,000/. 
yearly.  The  present  yearly  Government  income  from 
the  railway  being  about  760,000/.,  about  53,000/.  has  to 
be  deducted  from  that  sum  as  the  interest  on  Govern- 
ment capital  advanced  for  the  undertaking,  so  that  the 
present  yearly  clear  income  may  also  be  taken  at 
700,000/.  This  will  go  on  increasing  as  the  receipts 
of  the  railway  improve,  and  at  the  end  of  the  term  of 
seventy-four  years,  with  the  lapse  of  tlie  annuity,  the 
Government,  having  completed  the  purchase  of  the 
railway,  will  come  into  the  receipt  of  a  clear  yearly 
income  which  cannot  be  less  than  2,500,000/.  sterling, 
and  probably  will  be  much  more. 

'  The  Indian  system  of  reckoning  money  is  by  crores,  lakhs,  and  thousands 
of  rupees,  so  that  this  sum  would  be  read  as : — Two  crores,  eighty-four  lakhs, 
sixty-six  thousand  eight  hundred  and  forty-nine  rupees. 
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CHAPTER  K. 

DECBNTRALISATION     OP     FINANCIAL     ADMINIfiTTRATION. 

eBBAT  EXTENT  OF  INDIA — DIFFKRENCaB  AMOVe  ITS  PBOYDrGBB — FORXATIOir 
OF  8EPABATB  ADIOHIBTRATIYS  eOYERNlCEins — BUT  WITHOUT  FOTAJrCIAL 
POWEB— NBCBSSITT  FOB  SUCH  P0WEB8  RBC00NI8XD  —  DIFFICULTIU 
CAUSED  BT  ITS  ABSENCE — XBASUBES  FOR  ITS  INTRODUCTION  8UOOWTED 
CARRIED  OUT  BT  LORD  MATO  IN  1871 — HIS  XXABURaB  DBBCRIBMI>— 
FIRST  APPLIED  TO  EXPENDITURE — THEIR  EFFECT — THEIR  DBFICIXNCIBS 
— ^EXTENDED  IN  1877  BT  INCLUDINO  RBYRNUE — THE  SCOPE  OF  THBE 
EXTENSIONS — FURTHER  EXTENSIOITS  CONTEMPLATBD^eENERAL  BSBUUB 
OF  POLIOT  OF  DECENTRALISATION — SHOULD  BE  APPLIED  TO  MANAeSICENT 
OF  PRODUCnVB  PUBLIC  WORKS — SIR  A.  EDEN*S  OPINION  ON  RBBULX8  OF 
FOUCT  IN  BENGAL — PROPOSALS  ICADE  BT  MB.  BRIOHT. 

Allusion  has  more  than  once  been  made  to  the 
measures  which  have  been  taken  for  increasing  the 
financial  authority  and  responsibihty  of  the  Local 
Governments.  Their  extreme  importance  has  not  been 
understood  or  appreciated  by  the  pubUc,  which  sees 
little  of  their  practical  working,  but  they  have  in  fact 
revolutionised  not  only  the  financial  relations  which 
formerly  existed  between  the  Supreme  and  Provincial 
Governments,  but  the  whole  system  of  Indian  adminis- 
tration. Of  these  measures  a  more  particular  account 
will  now  be  given. 

India,  it  ought  always  to  be  remembered,  is  no 
homogeneous  country,  but  a  continent  containing  many 
nations,  the  differences  between  wliicli  are  as  great  as 
those  which  exist  between  the  nations  of  Europe.     It 
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is  further  from  Lahore  to  Calcutta  than  from  London 
to  Naples,  and  wide  as  is  the  difference  between  England 
and  Italy  in  physical  conditions  and  in  the  character 
of  their  inhabitants,  the  differences  between  the  Punjab 
and  Bengal  are  hardly  less.  We  should  think  it 
absurd  to  suppose  the  same  plans  of  administration  to 
be  necessarily  appUcable  in  all  their  details  to  all  the 
countries  of  Europe,  and  it  is  not  less  absurd  to  suppose 
it  of  India.  And  it  may  here  be  observed  that  this 
consideration  may  often  afford  the  explanation  of 
divergencies  between  high  Indian  authorities  on  matters 
not  only  of  opinion  but  of  fact.  We  frequently  hear 
complaints  of  the  impossibility  of  learning  anything 
certain  about  India ;  we  are  told  that  statements  made 
yesterday,  by  men  who  ought  to  know,  differ  entirely 
from  statements  made  by  men  of  equal  knowledge 
to-day.  These  uncompUmentary  comments  of  English 
critics  often  have  their  origin  in  forgetfulness  of  the 
vast  extent  and  the  varying  conditions  of  the  provinces 
comprised  under  the  common  name  of  India. 

The  necessity  for  dividing  the  country  into  separate 
governments,  and  entrusting  the  chief  local  authorities 
with  large  executive  responsibility,  arose  very  early. 
But  so  long  as  the  British  power  was  in  the  tran- 
sition state  mentioned  in  the  first  chapter  of  this 
work,  the  much  smaller  amount  of  the  revenues,  and 
simpler  character  of  the  administration,  rendered  the 
management  of  the  finances  a  matter  of  comparatively 
small  diflSculty.  It  was  not  until  after  the  Mutiny  in 
1857  that  anything  deserving  the  name  of  a  regular 
financial  administration  was  estabhshed  in  British  India. 
The  enormously  costly  measures  adopted  for  the  restora- 
tion of  authority  and  order,  followed  by  the  hardly  less 
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imperious  demands  for  funds  to  meet  the  rapidly 
growing  wants  of  the  country,  then  made  it  apparent 
that  a  system  of  strict  financial  control  over  all  parts  of 
the  empire,  and  all  branches  of  the  executive  govern- 
ment, had  become  essential.  This  control  was  naturally 
centered  in  the  Supreme  Government  of  India,  and 
almost  of  necessity  it  was,  at  the  outset,  exercised  in  the 
form  of  a  very  severe  repression  of  expenditure. 

At  that  time  ^  the  Local  Governments,  which  practi- 
cally carried  on  the  whole  administration  of  the  coun- 
try, were  left  vdth  almost  no  powers  of  financial 
control  over  the  affairs  of  their  respective  provinces, 
and  no  financial  responsibility.  Everything  was  rigor- 
ously centralised  in  the  Supreme  Government,  which 
took  upon  itself  the  entire  distribution  of  the  fiinds 
needed  for  the  public  service  throughout  India.  It 
controlled  the  smallest  details  of  every  branch 
of  the  expenditure ;  its  authority  was  required  for 
the  employment  of  every  person  paid  with  public 
money,  liowcver  small  liis  sahiry ;  and  its  sanction 
was  necessary  for  the  grant  of  funds  even  for  purely 
local  works  of  improvement,  for  every  local  road,  and 
every  building,  however  insignificant. 

The  evils  of  this  system  became  more  and  more 
manifest  as  time  went  on.  There  grew  up  gradually, 
among  the  most  competent  advisers  of  the  Govern- 
ment, a  strong  conviction  that  radical  changes  were 
necessary.  By  no  one  was  this  opinion  more  forcibly 
urged  than  by  Lieut. -General  Dickens,  then  Secretary 
to  the  Government  of  India,  in  the  department  of 
public    works,    who    in    a    memorandum    written    in 

*  The  followinpr  account  of  the  meuures  of  financial  deeeDtimfiaatioo 
ado]>t(*d  by  Lord  Mayo  Im,  for  the  nitist  part,  extracted  from  Sir  Joka 
SiracheyV  Financial  Statement  for  1^77-78,  which  waa  founded  on  papen 
written  bv  OenenU  Strachev. 
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September  1860,  when  serious  discussions  on  the 
subject  had  ah-eady  begun,  proposed  to  confide  to 
Local  Governments  a  large  share  in  the  management 
of  the  finances.  He  protested  against  a  system  under 
which  the  exercise  by  the  Supreme  Government  of 
constant  and  minute  control  in  matters  of  petty  detail 
was  'regarded  with  feelings  of  aversion  by  the  local 
governors,  whose  powers  it  curtails,  and  with  whose 
acts  it  interferes.  The  consequence  is,  as  might  be 
expected,  that  the  Local  Governments  render  at  best  to 
the  Supreme  Government  a  cold  and  languid  support  in 
financial  vigilance  and  reform ;  they  too  often  exhibit 
a  passive  resistance,  and  even  countenance  evasions 
of  regulations  intended  to  be  conducive  to  economy. 
The  Supreme  Government  is  always  suspicious  and 
dissatisfied ;  the  Local  Government,  always  sulky  and 
discontented.' 

In  the  financial  statements  for  1861-62  and  1862-63 
Mr.  Laing  dwelt  strongly  on  the  evils  of  the  existing 
system  ;  and  in  the  latter  of  those  years  he  spoke  as 
follows : — 

*  If  this  great  empire  is  ever  to  have  the  roads,  the  schools, 
the  local  police,  and  other  instruments  of  civilisation  which  a 
flourishing  country  ought  to  possess,  it  is  simply  impossible 
that  the  Imperial  Government  can  find  either  the  money  or  the 
management.  The  mere  repair  of  the  roads,  where  anything 
like  a  suflSciency  of  good  roads  has  been  made,  is  matter  alto- 
gether beyond  the  reach  of  any  central  bureau.  It  is  of  the 
first  importance  to  break  through  the  habit  of  keeping  every- 
thing in  dependence  on  Calcutta,  and  to  teach  people  not  to 
look  to  the  Government  for  things  which  they  can  do  far  better 
for  themselves.  .  .  . 

*  It  is  most  desirable  to  break  through  the  system  of  barren 
uniformity  and  pedantic  centralisation,  which  has  tended  in 
times  past  to  reduce  all  India  to  dependence  on  the  bureaus  of 


136  FINANCES  AND   PUBLIC   WORKS  OP   INDIA. 

Calcutta,  and  to  give  to  IxKal  Governments  the  power  and  the 
responsibility  of  managing  their  own  local  afiairs.  The  great 
branches  of  the  expenditure,  such  as  the  army  and  national 
debt,  are  imperial ;  and  while  this  is  the  case,  the  great  branches 
of  revenue  must  remain  imperial  also.  But  there  is  a  wide 
field,  both  of  revenue  and  expenditure,  which  is  properly  local, 
which  in  England  is  met  by  local  rates,  and  which,  in  fact;  must 
be  met  locally,  or  not  at  all.' 

Mr.  Laing  made  no  actual  change  in  this  respect, 
but  the  necessity  for  some  measure  of  reform  became 
daily  more  apparent.  The  business  of  supervising 
in  a  central  oflSce  all  the  details  of  the  receipts  and 
expenditure  of  the  empire  had  become  so  enormous, 
that  its  proper  performance  was  impossible.  *I  do 
not  think,'  wrote  Sir  Henry  Maine,  *  that  anybody  can 
have  observed  the  recent  workings  of  our  system  of 
financial  control  without  coming  to  the  conclusion  that, 
if  it  be  not  on  the  point  of  an  inevitable  collapse,  it  is, 
at  all  events,  in  great  danger  of  going  to  pieces,  unless 
the  strain  be  lightened  somewhere.' 

For  many  years  the  ordinary  financial  condition  of 
India  had  been  one  of  chronic  deficit ;  and  one  of  the 
main  causes  of  this  state  of  affairs  was  the  impossi- 
bility of  resisting  the  constantly  increasing  demands  of 
the  Local  Governments  for  the  means  of  providing  every 
kind  of  improvement  in  the  administration  of  their  re- 
spective provinces.  Their  demands  were  practically 
unlimited,  because  there  was  almost  no  limit  to  their 
legitimate  wants,  and  the  Local  Governments  had  no 
means  of  knowing  the  measure  by  which  their  annual 
demands  upon  the  Government  of  Lidia  ought  to  be 
regulated.  They  had  a  purse  to  draw  upon  of  unlimited, 
because  unknown,  depth  ;  they  saw,  on  every  side,  the 
necessity  for  improvements ;  their  constant  and  justifi- 
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able  desire  was  tx>  obtain  for  their  own  provinces  and 
people  as  large  a  share  as  they  could  persuade  the 
Government  of  India  to  give  them  out  of  the  general 
revenues  of  the  empire ;  they  found  by  experience  that 
the  less  economy  they  practised,  and  the  more  impor- 
tunate their  demands,  the  more  Ukely  they  were  to 
persuade  the  Government  of  India  of  the  urgency  of 
their  requirements.  In  representing  and  pressing  those 
requirements,  they  felt  that  they  did  what  was  right, 
and  they  left  to  the  Government  of  India,  which  had 
taken  the  task  upon  itself,  the  responsibiUty  of  refusing 
to  provide  the  necessary  means. 

The  Government  of  India  had  totally  failed  to  check 
the  constant  demands  for  increased  expenditure  ;  there 
was  plainly  only  one  remedy — to  prevent  the  demands 
being  made — and  this  could  only  be  done  by  imposing 
on  the  Local  Governments  a  real  and  effectual  responsi- 
bility for  maintaining  equilibrium  in  their  local  finances. 
There  could  be  no  standard  of  economy  until  apparent 
requirements  were  made  absolutely  dependent  upon 
known  available  means.  It  was  at  that  time  impossi- 
ble for  either  the  Supreme  or  Local  Governments  to  say 
what  portion  of  the  provincial  revenues  was  properly 
applicable  to  local  wants ;  for  the  revenues  of  the 
whole  of  India  went  into  a  common  fund,  and  to  deter- 
mine how  much  of  this  fund  ought  fairly  to  be  given 
to  one  province,  or  for  one  object,  and  how  much  to 
others,  was  impracticable.  '  The  distribution  of  the  public 
income,'  General  Strachey  wrote,  '  degenerates  into 
something  hke  a  scramble,  in  which  the  most  violent 
has  the  advantage,  with  very  little  attention  to  reason ; 
as  local  economy  leads  to  no  local  advantage,  the 
stimulus  to  avoid  waste  is  reduced  to  a  minimum ;  so, 
as  no  local  growth  of  the  income  leads  to  an  increase 
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of  the   local    means  of  improvement,   the   interest   i 
developing  the  public  revenues  is  also  brought  down 
to  the  lowest  level.' 

The  unsatisfactory  condition  of  the  financial  rela- 
tions between  the  Supreme  and  the  Local  Governments 
led  to  other  evils.  Constant  differences  of  opinion 
about  petty  details  of  expenditure,  and  constant  inter- 
ference of  the  Government  of  India  in  matters  of  trivial 
importance,  brought  with  them,  as  a  necessary  conae- 
quence,  frequent  conflicts  with  the  Local  Governments, 
regarding  questions  of  provincial  administration,  ol 
which  they  were  the  best  judges,  and  of  which  the 
Government  of  Lidia  could  know  Uttle.  The  relations 
between  the  Supreme  and  Local  Governments  were 
thoroughly  inharmonious,  and  every  attempt  to  make 
financial  control  more  stringent  increased  an  antagonism 
the  mischief  of  which  was  felt  throughout  the  pubtio 
service. 

It  was  not  until  1867,  when  Mr.  Massey  had  charge 
of  the  financial  department  that  tlie  subject  began  to 
assume  a  clear  shape.  Definite  proposals  were  then 
for  the  first  time  made  for  the  adoption  of  specific 
practical  measures  which  sliould  accomplish  the  object 
in  view.  Their  author  was  General  Strachey ;  the 
principles  laid  down  in  pajxers  written  by  him  in  1867 
are  those  which  have  a'luce  received  so  wide  an  a])plica- 
tion,  and  the  practical  course  he  sugjrested  has  been 
followed  in  the  proceedings  taken  up  to  the  ])resent 
time  for  conferring  on  Local  Governments  a  larger 
measure  of  financial  responsibihty  and  power.  Although 
Mr.  Mjujsey  was  unable  to  carry  those  pro|)osals  into 
effect,  he  gave  them  his  firm  and  constant  sup]>ort,  and 
this  contributed  greatly  to  their  ultimate  adoption. 

To  Lord   Mayo   belongs   the    honour    of   having 
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ictually  applied  the  only  effectual  remedy  for  these 
lerious  evils.  He  resolved  to  carry  out,  so  far  as 
circumstances  allowed,  the  reforms  which  General 
Strachey  had  proposed ;  to  give  to  the  Local  Govern- 
ments the  economical  standard  which  they  required ;  to 
make  over  to  them  a  certain  income  within  which  they 
must  r^ulate  their  local  expenditure ;  and  to  leave  to 
them,  subject  to  certain  general  rules  and  conditions,  the 
responsibility  of  managing  their  own  local  affairs. 

From  the  commencement  of  the  oflSciaJ  year  1871-72 
the  financial  control  of  the  following  services  was  trans- 
ferred to  the  Local  Governments :  gaols,  poUce,  educa- 
tion, r^istration,  medical  services,  printing,  roads,  and 
civil  buildings. 

The  objects  in  view  were  stated  by  Lord  Mayo  him- 
self in  the  Legislative  Council  on  March  18,  1871,  as 
follows : — 

*  Under  these  eight  heads  it  is  proposed  to  intrust  the  ad- 
ministration, under  a  few  general  conditions,  to  the  Provincial 
Governments,  and  a  fixed  contribution  will  be  made  from  im- 
perial revenue  every  year.  ...  It  is  impossible  to  prophesy 
or  «ay  at  present  what  can  be  done  in  the  far  future ;  but  I 
should  be  misleading  the  Ijocal  Governments  if  I  were  not  to 
lay  that  it  is  our  opinion  that  these  sums  are  now  fixed  at  an 
amount  which  cannot  be  exceeded  for  at  least  a  number  of 
years.  I  think  it  desirable  that  this  should  be  perfectly  under- 
rtood,  because  one  of  our  objects  is  the  attainment  of  as  great 
an  amount  of  financial  certainty  as  is  possible.  .  .  .  But,  in 
addition  to  the  increased  power  of  administration  which  it  is 
projiofied  to  give  to  the  Jx)cal  Governments,  an  administrative 
change  will  take  place,  which  I  think  they  will  be  able  to  exer- 
ci?ie  with  advantage.  They  will  have  a  hirge  sum  to  devote  to 
Ifjcal  objrctH ;  the  power  of  allotment  will  l)e  left  absolutely  to 
them ;  and  they  will  be  able  to  vary  their  grants  for  roads, 
civil  buildings,  education,  and  other  heads,  from  year  to  year, 
at  they  may  think  most  desirable ;  in  some  provinoes  it  may  be 
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desirable  in  one  year  to  spend  a  larger  sum  on  roads  ;  in  othen 
it  may  be  desirable  to  fill  up  some  shortcomings  ¥rith  regard  to 
education  or  other  objects.  The  Local  GovemmentB  will  thai 
be  able  to  exercise  that  power  of  allotment  with  much  greater 
satisfaction  to  themselves  and  to  the  public  than  they  did  under 
the  old  system,  when  they  were  obliged  to  consult  the  Supreme 
Government,  not  only  as  to  the  allotments  that  were  made  in 
the  beginning  of  the  year,  but  also  with  regard  to  any  appro- 
priations that  were  thought  desirable  within  the  year,  provided 
that  those  appropriations  exceeded  a  certain  amount. 

<  •  •  .  I  have  heard  it  stated  that,  by  the  proposals  which  we 
make,  there  may  arise  a  separation  of  interests  between  the 
Supreme  and  Local  Governments  ;  I  fail  to  perceive  any  strength 
whatever  in  this  assertion ;  I  believe  that,  so  far  from  there 
being  a  separation  of  interests,  the  increased  feeling  of  respon- 
sibility and  the  feeling  of  confidence  which  is  reposed  in  them 
will  unite  and  bind  together  the  Supreme  and  Local  Govern- 
ments to  a  greater  extent  than  before.  ...  I  believe  that  we 
shall  see,  in  place  of  greater  uncertainty,  greater  certainty ;  we 
shall  see  works  and  objects  carried  on  with  more  vigour,  enthu- 
siasm, and  with  less  hesitation,  when  these  works  and  these  ob> 
jects  are  eCFected  under  the  immediate  responsibility  of  those 
who  are  most  interested  in  them.' 

The  gross  sum  made  over  yearly  to  the  Provincial 
Governments  for  these  services,  and  some  few  others 
transferred  between  1871-72  and  1877-78,  amounted 
to  about  5,600,000/. 

The  original  distribution  of  the  provincial  grants 
was  strictly  based  on  the  then  actual  expenditure  under 
the  heads  transferred.  That  there  were  great  differ- 
ences in  the  incidence  of  the  public  burdens  in  different 
provinces  was  well  known,  but  it  would  manifestly  have 
been  quite  impracticable  to  have  attempted  any  re 
adjustment  at  that  time,  and  all  idea  of  dividing  tlie 
available  revenues  among  tlie  several  governments,  od 
theoretical  conceptions  of  supposed  equity,  was  deliber- 
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ately  rejected.  Nor  is  it  indeed  apparent  how  any  more 
satisfiGU^tory  principle  could  have  been  adopted  than  to 
start  from  the  status  quo  of  each  province,  leaving  the 
removal  of  inequalities  to  be  effected  by  degrees  and  by 
a  readjustment  of  local  burdens. 

When  Lord  Lytton  became  Viceroy,  and  Sir  John 
Strachey  took  charge  of  the  financial  department  of 
the  Government,  six  years'  experience  of  the  new  sys- 
tem had  been  gained,  and  there  was  not,  nor  had  there 
ever  been,  a  dissentient  voice,  either  in  the  Supreme 
Government  or  in  any  of  the  Local  Governments,  in 
r^ard  to  its  success.  The  only  fault  ever  found  with 
it  was  that,  although  an  excellent  beginning,  it  did  not 
go  £iar  enough.  Every  object  with  which  the  change 
of  system  was  made  had  been  gained  ;  the  old  friction 
between  the  Supreme  and  Local  Governments  had  been 
diminished ;  the  authority  of  the  Supreme  Government, 
and  its  power  of  general  control,  instead  of  being  weak- 
ened, had  become  stronger  and  more  real  since  the 
attempt  to  interfere  in  all  sorts  of  petty  details  had 
been  abandoned  ;  and  the  Local  Governments  had  been 
able  to  carry  out  many  measures  of  improvement 
which  would  otherwise  have  been  impracticable. 

The  most  important  object  of  all,  so  far  as  the 
imperial  finances  were  concerned — that  of  economy 
and  the  prevention  of  increased  expenditure — had  been 
completely  gained.  The  charges  made  over  to  the 
Provincial  Governments  had  been  selected  because  they 
were  specially  Uable  to  increase.  Between  1863-64 
and  1868-69  the  cost  of  the  services  in  question  rose 
from  5,112,000/.  to  6,030,000/.,  or  at  an  average  of 
nearly  200,000/.  a  year.  In  1870-71,  in  consequence 
of  the  determined  efforts  of  Lord  Mayo's  Government 
the  charges  which  had  been  growing  at  so  alarming  a 
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rate  were  reduced  to  5,197,000/.,  but  until  the  new 
system  was  introduced,  there  was  little  reason  for 
hoping  that  the  process  of  constant  increase  would  not 
immediately  recommence.  Five  years  after  the  change 
of  system  had  been  made,  the  expenditure  on  the  whole 
of  the  assigned  services  remained  almost  unaltered 
The  total  charges  only  exceeded  by  200,000/.  the  sum 
to  which,  by  extraordinary  efforts,  they  had  he&n 
reduced  in  1863-64,  and  they  were  less  in  1875-76 
by  700,000/.  than  they  were  in  1868-69.  When  the 
figures  were  examined  in  detail  they  were  still  more 
satisfactory,  for  they  showed  that  there  had  be«i 
a  reduction  of  expenditure  under  nearly  all  heads 
excepting  '  Education '  and  '  Medical,'  or,  in  other 
words,  that  the  people  had  got  more  schools,  hos- 
pitals, and  dispensaries,  although  less  money  had  been 
spent  on  gaols  and  police. 

When  Lord  Mayo's  measures  were  taken  in  1870, 
there  was  much  ignorant  talk  about  their  leading  to  an  in- 
crease of  local  taxation,  and  it  has  been  loudly  asserted 
that  in  consequence  of  those  measures  new  burdens 
had  been  imposed  on  the  country,  which  were  none 
the  less  serious  for  being  called  local.  There  is  no 
foundation  for  such  statements.  The  Local  Govern- 
ments obtained  no  powers  of  taxation  which  they  did 
not  possess  before,  and  excepting  in  the  North- Western 
Provinces,  Punjab,  and  Oudh,  where  new  rates  for  loi*al 
purposes  were  imposed  to  a  very  moderate  extent,  the 
measures  of  1870  led  to  no  fresh  taxation.  It  is  true 
that  a  considerable  increase  to  local  taxation  was  made 
about  the  same  time  in  Bengal,  Madras,  and  Bombay, 
but  this  was  an  accidental  coincidence,  and  had  no  con- 
nection whatever  with  the  introduction  of  the  new 
system  of  administration  and  tiuance. 
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The  chief  defect  of  these  measures,  excellent  so  far 
as  they  went,  was  that  they  dealt  almost  exclusively 
with  expenditure,  and  hardly  at  all  with  income.  If 
it  was  certain  that  provincial  responsibiUty  would  lead 
to  economy  in  expenditure,  it  was  equally  certain  that 
it  would  lead  to  improvement  in  those  sources  of 
revenue  which  depend  for  their  productiveness  on 
good  administration. 

For  example,  the  two  great  heads  of  income,  excise 
and  stamps,  yielded  in  1876-77  5,360,000/.  The 
whole  of  this  went  into  the  Imperial  treasury ;  the 
increase  or  decrease  in  the  receipts  mainly  depends, 
m  the  long-run,  on  good  or  bad  management ;  and  bad 
management  of  such  resources  means  not  only  the 
wasteful  throwing  away  of  revenue  without  any  reUef 
to  the  country,  but  very  possibly  the  needless  imposition 
of  other  and  more  objectionable  taxation.  In  the  finan- 
cial statement  for  1877-78,  Sir  John  Strachey  referred 
to  this  subject  in  the  following  terms : — 

*How   is   this  better  management  to  l^e   obtained? — Tlie 
answer  seems  to  me  simple :  it  can  be  obtained  in  one  way 
only;  not  by  any  action  which  gentlemen  of  the  financial  de- 
partment, or  any  other  department  of  the  Supreme  Govem- 
ment,  can  take  while  sitting  hundreds  or  thousands  of  miles 
away  in  their  offices  in  Calcutta  or  Simla ;  not  by  examining 
figures   and   writing   circulars ;  but   by  giving   to   the    Local 
Governments,  which  have  in  their  hands  the  actual  working  of 
these  great  branches  of  the  revenue,  a  direct  and,  so  to  speak,  a 
personal  interest  in  efficient    management.     It  may  be  very 
wrong,  but  it  is  true,  and  will  continue  to  be  true  while  hiunan 
nature  remains  what  it  is,  that  the  local  authorities  take  little 
interest  in  looking  after  the  financial  affairs  of  that  abstraction 
the  Supreme  Government,  compared  with  the  interest  which 
they  take  in  matters  which  immediately  affect  the  people  whom 
they  have  to  govern.     When  T^ocal  Governments  feel  that  good 
administration  of  the  excise  and  stamps  and  other  branches  of 
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revenue  will  give  to  them,  and  not  only  to  the  Government  of 
India,  increased  income  and  increased  means  of  carrjring  out  the 
improvements  which  they  have  at  heart,  then,  and  not  till  then, 
we  shall  get  the  good  administration  which  we  desire  ;  and  with 
it,  I  am  satisfied,  we  shall  obtain  a  stronger  and  more  real  power 
of  control  on  the  part  of  the  Central  Government  than  we  can 
now  exercise.' 

Lord  Lytton  had  always,  from  the  time  of  his 
assumption  of  office,  desired  to  carry  out  to  its  full 
legitimate  extent  the  policy  which  had  worked  so 
successfully,  and  consequently  in  1877  he  effected  a 
further  important  application  of  the  original  scheme, 
which  on  grounds  of  expediency  Lord  Mayo  had  not 
attempted  in  1871.  The  services  which  were  the 
subject  of  the  settlement  of  1871  were  gaols,  registra- 
tion, police,  education,  medical  services,  printing, 
miscellaneous  public  improvements,  and  civil  buildings, 
with  the  connected  receipts.  In  1877  the  system  was 
extended  to  all  the  remaining  services,  excepting  the 
few  administered  directly  by  the  Central  Government, 
or  in  the  management  of  which  the  Local  Governments 
could  manifestly  exercise  no  influence.  At  the  same 
time,  tlie  revenues  from  stamps,  excise,  law  and  justice, 
and  some  other  items,  were  surrendered,  under  certain 
conditions,  to  tlie  Local  Governments.  To  these  was 
added  tlie  licence  tax  as  soon  as  it  was  inij>osed. 
Moreover,  the  management  of  some  of  the  railways  and 
all  of  the  canals  within  their  jurisdiction  was  made  over 
to  the  Local  Governments.  The  object  of  all  that  was 
done  was,  as  far  as  i)ossible,  to  renounce  on  the  part  of 
the  Government  of  India  all  responsibility  for  the 
detailed  management  of  tliese  revenues  and  services, 
and  to  intrust  this  responsibility  to  the  Local  Govern- 
ments. 
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These  new  arrangements  still  left  the  Local  Govern- 
lents  without  any  separate  interest  in  the  land,  the 
►rest,  and  some  other  items  of  revenue.  As  regards 
le  Governments  of  Assam  and  Burmah,  this  defect 
as  cured  in  the  settlements  made  with  them  in  1879. 
y  these  settlements,  all  the  revenues  and  all  the  ser- 
ices  which  could  possibly  be  made  provincial  were  so 
•eated ;  and  for  the  balance,  instead  of  a  fixed  sum, 
fixed  proportion  of  the  land,  forest,  and  other  reve- 
ues  was  assigned  to  the  provincial  treasury. 

It  will  give  a  better  idea  of  the  practical  scope  of 
lese  measures,  and  of  their  administrative  importance, 
)  mention  that  the  revenues  assigned  under  them  to 
le  Provincial  Governments  amounted  in  1880-81  to 
lose  upon  10,000,000/.  sterling,  to  which  were  added 
ipplementary  grants  from  the  revenues  reserved  as 
aiperial  of  about  4,250,000/. ;  thus  the  sum  of  about 
4,500,000/.  was  placed  at  the  disposal  of  the  Local 
rovemments,  for  provincial  purposes,  besides  the  more 
rictly  locaUsed  income  designated  as  Local  amounting  to 
early  3,000,000/.,  or  altogether  more  than  17,000,000/., 
ut  of  the  69,000,000/.  which  constitutes  the  whole 
ross  pubhc  revenue. 

The  latest  settlements  have  worked  most  satis- 
ictorily  ;  still  they  are  not  perfect.  On  the  one  hand, 
le  Central  Government  has  not  always  reserved  a  suffi- 
ient  share  in  the  increase  of  such  revenues  as  those 
•om  excise,  stamps,  and  registration.  On  the  other 
anjl,  the  interests  of  the  Local  Governments  in  the 
md  revenue,  and  in  the  other  revenues  now  shared 
etween  them  and  the  Central  Government,  are  not 
ibstantial  enough.  It  is  also  felt  that  it  would  be 
esirable,  >vithout  insisting  on  any  unmeaning  identity, 
)  make  the  arrangements  with  the  several  provinces 
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more  uniform.  The  existing  settlements  having  been 
made  separately  at  various  times,  the  terms  of  one 
settlement  sometimes  differ  needlessly  from  those  of 
another.  The  Government  of  Madras,  moreoi^er,  has, 
since  the  original  settlement  of  1871,  declined  to  enter 
into  any  extended  arrangements,  and  none  of  the  recent 
measures  apply  to  that  Presidency.  No  reason  for  this 
was  apparent  to  the  Government  of  India,  except  that 
chronic  and  invincible  dislike  of  change  by  which  the 
Madras  Government  has  been  so  often  distinguished. 

Sir  John  Strachey  had  hoped,  before  leaving  India, 
to  complete  the  policy  described  in  this  chapter  by  a 
revision  of  the  settlements  with  all  the  Local  Govern- 
ments upon  a  uniform  and  comprehensive  basis.  What 
he  contemplated  was  as  follows.  The  revenues  and 
charges  arising  from  tributes,  salt,  and  opium,  allow- 
ances and  assignments,  the  administration  of  the  post 
office  and  telegraphs,  the  political  department,  the  East 
Indian  Railway,  the  guaranteed  railway  companies,  and 
all  items  recorded  only  in  the  accounts  of  the  Central 
Goveniment,  would  have  remained  wholly  imperial. 
The  revenues  from  forests,  excise,  and  assessed  taxe^ 
stamps,  and  registration,  and  the  import  duties  on 
liquors,  would  have  been  shared  equally  between  the 
Local  and  Central  Governments.  Each  Local  Govern- 
ment would  have  received  a  fixed  proportion  of  the  net 
laud  revenue  to  make  good  the  difference  between  iu 
assigned  revenues  and  expenditure ;  and  the  rest  of 
the  revenue  and  expenditure,  with  a  few  exceptions, 
would  have  been  provincial.  The  assignment  of  » 
share  of  the  land  revenue  formed  a  part  of  General 
Strachey  s  ori^'inal  scheme,  but  was  deliberately  avoided 
at  first  in  order  to  remove  as  far  as  possible  all  obje^ 
tions  to  the  practical  adoption  of  the  measure,  and  to 
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itroduce  it  in  a  form  that  should  not  excite  opposition, 
r  risk  fisdlure,  from  its  too  large  dimensions. 

To  complete  this  scheme  the  Local  Governments 
ught  to  have  some  interest  in  the  salt  revenue  also ; 
here  are,  however,  difficulties  in  arranging  this. 
ixcept  in  Burmah  the  salt  revenue  brought  to 
iccount  in  each  province  is  not  the  duty  levied  upon 
the  consumption  of  salt  within  the  province ;  it  would 
be  difficult  to  ascertain  the  true  local  consumption,  and 
objectionable  to  allow  to  a  Local  Government  a  share 
in  the  duty  levied  on  salt  consumed  beyond  its  juris- 
liction. 

The  foregoing  is  an  outline  of  the  measures  for 
^mpleting  the  policy  of  financial  decentralisation 
«rhich  Sir  John  Strachey  proposed,  and  the  needful 
letails  of  which  have  been  worked  out  by  Mr.  Chap- 
nan  in  the  department  of  Finance  with  much  care 
ind  labour.  The  plan  awaits  the  consideration  of 
he  Government  of  Lidia.*  Under  it,  instead  of  the 
eneral  allotment  now  made,  amounting  to  about 
,250,000/.,  specific  proportions  of  the  separate  items  of 
evenue  would  be  assigned  for  provincial .  purposes, 
mounting  in  all  to  about  7,000,000/.,  with  a  cor- 
esponding  addition  to  the  charges  that  would  Vjecome 
•rovincial,  so  that  the  provincial  income  and  expenditure 
rould  be  raised  from  14,500,000/.  to  17,000,000/. 

The  facts  and  figures  given  in  this  chapter  and 
Isewhere  show  how  completely  successful  this  policy 
f  decentralisation  has  Ix^n.  Viewing  it  in  its  finan- 
ial  aspect,  we  find  that  in  the  last  twelve  years  there 
as   been,  on  the  whole,   no   increase  in   the   charges 

'   While  these  pajr»^  wert  i^aan'/  throu^rh  ibe  pre**,  the  dtjcdtion  of  iLe 
OTerziiuent  to   c&rrv   out   arraiigemeLlti  btieed  ol    tLebe  yluiit  Lmb  bet-u 
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under  the  chief  provincial  heads,  the  only  exceptions 
being  a  moderate  growth  of  the  expenditure  upon 
education,  medical  services,  the  internal  civil  adminis- 
tration, and  gaols.  The  provincial  revenues  are 
flourishing,  and  show  every  indication  of  successful 
management.  The  aggregate  surplus  of  provincial 
revenue  over  expenditure  during  the  twelve  years  has 
amounted  to  more  than  2,000,000/.,  so  that  the  provin- 
cial treasuries  were  able  without  difficulty  between 
1879  and  1881  to  contribute  670,000/.  towards  the 
necessities  of  the  central  treasury  arising  from  the  war. 
The  total  amount  standing  to  credit  as  the  provincial 
and  local  balances  was  at  the  end  of  1880-81  rather 
more  than  3,000,000/.,  and  in  1881-82  is  estimated  at 
2,500,000/.,  after  providing  for  an  increased  expenditure, 
compared  to  the  previous  year,  of  nearly  1,000,000/. 

The  administrative  results  are  equally  satisfactory. 
Controversies  between  the  Central  and  the  Local 
Governments  are  now  almost  unknown  ;  the  transaction 
of  public  business  has  been  greatly  facilitated  ;  and  the 
Local  Governments  are  generally  well  content,  not  only 
with  their  financial  position,  but  with  the  wide  measure 
of  administrative  independence  which  they  have  ob- 
tained. And  this  last  is  the  greatest  result  of  all. 
Interference  with  the  petty  details  of  expenditure 
necessarily  involved  interference  in  all  the  details  of 
administration.  The  Local  Governments  are  incom- 
parably stronger  than  they  were,  and  the  efficiency  of 
all  the  most  important  branches  of  the  public  service 
has  been  increased.  As  was  said  at  the  beginning  of 
this  chapter,  the  whole  system  of  Indian  administration 
has  been  profoundly  aflected  by  this  change.  The 
Viceroyalty  of  Lord  Mayo  will  be  honourably  remem- 
bered   for   its    introduction  ;    to  that   of  Lord   Lytlon 
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belongs  the  honour  of  its  accomplishment.  The  reform 
is  now  not  far  from  complete,  all  that  remains  being 
to  make  final  improvements  of  detail,  and  to  give  the 
policy  an  extension  in  a  direction  which  Lord  Lytton's 
Government  had  desired,  but  was  unable  to  accom- 
plish. The  nature  of  this  extension  will  be  briefly 
stated. 

The  arrangements  which  have  been  described  relate 
almost  exclusively  to  the  receipt  and  expenditure  of 
the  ordinary  revenues.  They  should  be  supplemented 
by  others,  more  completely  handing  over  to  the  Local 
Governments  the  responsibiUty  for  applying  borrowed 
funds  to  works  of  pubhc  improvement.  It  would  have 
been  the  aim  of  Lord  Lytton's  Government  to  appro- 
priate suitable  sums,  proportional  to  the  ascertained 
wants  of  the  several  provinces,  in  a  manner  that  would 
have  secured  to  the  Local  Governments  reasonable 
continuity  in  their  operations,  and  would  have  freed 
them  in  respect  to  this  part  of  their  duties  from  the 
necessity  of  constant  references  and  appeals  to  the 
Central  Government,  in  a  way  similar  to  that  which  has 
been  accomplished  in  dealing  with  the  ordinary  funds 
derived  from  the  revenues.  The  measures  of  Provincial 
decentralisation  will  not  be  complete  until  the  Local 
Governments  have  been  invested  with  full  responsibility 
for  the  financial  administration  of  all  branches  of  the 
public  service,  the  executive  management  of  which  is 
placed  in  their  hands ;  and  with  tliis  responsibility 
should  be  joined  that  of  originating  all  measures  needed 
for  the  good  government  of  their  respective  charges. 
Were  this  done,  the  Government  of  India  would  be 
freed,  as  it  should  be,  from  all  details  of  local  business, 
and  would  assume  its  proper  position  of  a  controlling 
authority  only. 


150  FINANCES  AND   PUBLIC  WORKS  OF  INDU. 

One  direction  in  which  the  efforts  of  Lord  Lytton's 
Government  thus  to  extend  the  powers  of  the  Local 
Governments  were  frustrated  calls  for  special  notice.  It 
is  plainly  an  object  of  considerable  importance  to  obtain 
the  co-operation  of  local  capitalists  in  the  prosecution 
of  useful  works.  Li  the  North-Westem  Provinces, 
Sir  W.  Muir,  when  Lieutenant-Governor,  undertook  a 
branch  railway  on  this  principle.  A  large  part  of  the 
requisite  capital  was  supplied  by  persons  locally  in- 
terested in  its  success,  the  residue  being  made  up  from 
the  Provincial  funds.  A  moderate  guarantee  of  interest, 
to  be  met  from  Provincial  revenues,  was  promised  on 
the  capital  locally  subscribed,  as  well  as  the  right  to 
participate  in  half  the  profits  in  excess  of  the  guaranteed 
interest.  A  local  committee  of  native  gentlemen  was 
formed  from  among  the  subscribers  of  the  capital,  which 
was  consulted  as  to  the  tariff  and  business  arrangements 
of  the  line. 

The  success  of  this  undertaking,  which  almost  from 
the  outset  gave  a  return  a  little  in  excess  of  the  gua- 
ranteed rate  of  interest,  and  caused  no  burden  on  the 
Provincial  revenues,  made  it  clear  that  the  plan  might 
be  usefully  adopted  in  other  cases,  and  the  Local  Govern- 
ments, generally,  were  invited  to  adopt  the  system, 
under  certain  rules  which  were  framed  to  secure  financial 
regularity,  and  prevent  the  undue  extension  of  the  Pro- 
vincial liabilities.  Two  or  three  works  of  local  interest 
were  immediately  brought  forward  for  prosecution  in 
this  manner ;  considerable  sums  were  subscribed  locally 
for  them  ;  and  the  subsecjuent  great  success  of  one  of 
them,  the  Patna  and  Gya  Hallway,  shows  that  the  plan 
was  one  of  much  promise.  Jiut  before  it  had  received 
such  a  development  as  would  <*ertainly  have  rendered 
most  valuable  assistance  in  tlie  extension  of  works  of 
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local  impax>vement,  and  would  have  initiated  a  system 
of  true  local  co-operation  for  such  purposes,  the  Secre- 
tary of  State  issued  orders  which  had  the  effect  of 
arresting  all  further  progress  in  this  direction.      He 
required  that  all  money  raised  locally,  under  engage- 
ments by  the  Local  Governments  to  pay  interest  from 
the  Provincial  revenues,  should  be  treated  as  though  it 
liad  been  borrowed  by  the  Imperial  Government,  and 
tliat  the  amount  thus  provided  should  be  deducted 
from  the  limited  sum  to  which  he  had  restricted  the 
loans  for  the  prosecution  of  PubUc  Works.     It  followed 
that  the  Local  Governments   could   not  increase   the 
means  at  their  disposal  by  thus  receiving  local  aid.     All 
inducement  to  seek  it  was  removed,  and  a  plan  of  the 
greatest  promise  fell — still-bom.    The  centrahsing  power 
of  the  Government  of  India,  and  of  the  Secretary  of 
State  acting  through  that  Government,  which  it  had 
been  desired  to  relax  in  a  new  direction,  was  strictly 
maintained,  and  the  means  of  developing  a  healthy  and 
useful  spirit  of  local  co-operation  and  self-support,  which 
it  had  been  proposed  to  give  to  the  Local  Governments, 
were  withheld. 

The  reduction  of  the  total  amount  to  be  spent  on 
productive  works,  and  the  refusal  to  authorise  this  use- 
ful extension  of  the  powers  of  the  Local  Governments, 
were  subsequently  followed  by  still  further  restrictions, 
both  on  the  classes  of  works  that  might  be  undertaken 
with  borrowed  money,  and  on  the  application  to  them 
even  of  funds  obtained  from  the  revenues  of  the  year. 
It  is  hardly  necessary  to  point  out  how  little  such  a 
restrictive  poUcy  finds  any  justification,  either  in  the 
present  state  of  the  finances,  or  in  the  actual  results  of 
the  different  course  that  was  till  lately  followed  in  this 
matter ;   how  manifestly  it  stands  in  the  way  of  the 
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reasonable  development  of  Provincial  administrative 
and  financial  responsibility,  on  which  the  future  pro- 
gress of  India  essentially  depends  ;  nor  how  seriously  it 
must  interfere  with  the  early  provision  of  those  means 
of  protection  against  future  calamity,  which  a  true 
perception  of  the  demands  of  good  government  and 
ordinary  humanity  ahke  require. 

The  following  extract  from  a  Resolution  of  the 
Government  of  Bengal,  reviewing  the  position  of  that 
province  at  the  commencement  of  the  present  financial 
year,  afibrds  the  best  possible  corroboration  of  the  views 
expressed  in  this  chapter.  The  able  Lieutenant-Governor 
of  Bengal,  Sir  Ashley  Eden,  whose  independence  of 
judgment  and  freedom  from  all  disposition  to  exaggera- 
tion are  beyond  question,  and  whose  cordial  co-oi^eration 
with  the  Government  of  India  in  all  matters  afiecting 
the  financial  administration  calls  for  special  acknow- 
ledgment, uses  these  words  :— 

*  That  the  system  of  decentralisation  has  been  thoroughly 
successful  in  Bengal  is  suflBciently  clear  from  the  fort'going' 
sketch.  The  revenues  have  rapidly  increased,  indej pendent ly 
of  any  new  taxation  ;  useless  expenditure  has  been  curUtiled ; 
and  funds  have  been  made  available  for  improvement  under  all 
branches  of  the  Administration.  All  grades  of  the  8er\'ice  have 
shown  the  deepest  interest  in  increasing  the  resources  of 
Government,  under  the  belief  that  the  8uq)lus  revenue  would 
be  available  for  the  good  of  the  proWnce.  The  three  heads  of 
improvable  revenue  made  over  to  the  management  of  the  Pro- 
vincial Government,  with  an  income  of  165 J  lakhs  in  1876-77, 
will  stand  with  an  income  of  not  less  than  217 J  lakhs  in 
1881-82.  In  the  meanwhile,  the  Lieutenant-Governor  ha« 
been  able  to  carry  out  numerous  works  of  improvement  on  his 
own  responsibility,  many  of  which,  under  the  previous  system, 
would  have  been  indefinitely  i)ostj)oned.  Besides  making  a 
s|)i»cial  contribution  of  20  lakhs  to  the  lmp<?rial  treasury-  in 
time  of  need,  he  has  been  able  during  these  five  years  to  in- 
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crease  the  staff  of  ezecative  and  judicial  officers ;  to  provide 
increased  fiicilities  for  the  administration  of  justice  ;  to  increase 
the  grant  for  education ;  to  make  grants  in  aid  of  district  com- 
munications and  of  works  of  drainage,  sanitation,  and  municipal 
improvement ;  to  build  schools,  colleges,  and  hospitals  ;  to  re- 
place the  huts  in  which  the  public  business  was  transacted,  or 
prisoners  were  confined,  by  substantial  masonry  court-houses 
and  gaols ;  to  spend  20  lakhs  on  railways  which  will  bring  in 
a  laige  return,  5^  lakhs  on  tramways,  |  of  a  lakh  on  a  steamer 
service  to  improve  commimications  with  Assam,  and  2  lakhs  on 
a  road  to  develop  the  trade  with  Thibet ;  to  spend  1 1  lakhs  on 
the  first  portion  of  a  work  which  will  develop  the  trade  of  Orissa 
and  protect  it  firom  fieunine ;  and  to  spend  38^  lakhs  on  im- 
proving navigation  and  providing  a  supply  of  pure  water  for 
the   people.     While   77^  lakhs  have  thus  been  expended  on 
great  measures  of  material  improvement,  and  the  expenditure 
on  Ordinaiy  Public  Works  has  been  increased  from  Es.  25,12,000 
in  1877-88  to  Rs.  63,53,000,  exclusive  of  exi>enditure  on  pre- 
liminaiy  works  of  railway  construction,  in  1881-82,  and  while 
no  legitimate  outlay  has  been  spared  to  strengthen  evexy  de- 
partment of  the  Administration,  the  five  years'  period,  which 
oj^ened  ¥rith  a  credit  balance  of  Rs.  2,88,000  only,  will  close 
with  a  credit  balance  of  at  least  Rs.  14,46,000.   When  it  is  recol- 
lected that  under  the  system  which  prevailed  before  1871  every 
new  charge  required  the  sanction  of  the  Imperial  Government, 
that  the  decision  on  the  demands  of  each  province  took  no 
cognisance  of  the  extent  to  which  it  had  contributed  to  the 
general  Exchequer,  that  nothing  was  to  be  gained  by  economy, 
because    money   left   unspent   by   any   one   Government   was 
practically  lost  to  it  and  only  went  to  increase  the  amount  to 
be  scrambled  for  by  all,  some  idea  may  be  gained  of  the  advan- 
tages which   Bengal  has  reaped  from  the  control  of  its  own 
finances.     There  is  no  department  of  the  service  which  has  not 
felt  the  benefit  of  the  financial  independence  conferr(»d  on  the 
Government  immediately  responsible  for  its  administnition.' 

It  may  not  be  out  of  place  here  to  point  out  how 
the  measures  of  which  this  chapter  gives  an  account, 
differ  from  certain  proposals  made  by  Mr.  Bright  sonic 


154  FINANCES  AND   PUBLIC  WORKS  OF  INDIA. 

years  ago.  He  told  us  in  eloquent  terms  that  it  was 
folly  to  suppose  that  so  vast  a  country  as  India,  with 
all  its  different  nations  and  languages,  could  ever  be 
bound  up  into  a  single  State.  '  What  you  want/  he 
said,  '  is  to  decentralise  your  Government.  What 
would  be  thought  if  the  whole  of  Europe  were  under 
one  Governor  who  knew  only  the  language  of  the 
Feejee  Islands  ?  '  The  basis  of  truth  in  these  observa- 
tions is  obvious  and  undisputed.  But  the  projects  by 
which  Mr.  Bright  would  have  abolished  the  Governor- 
General  in  Council,  and  established  half-a-dozen  se- 
parate Governments  in  India  having  little  or  no  con- 
nection with  each  other,  and  each  of  them  directly 
subordinate  to  the  Government  at  home,  would  if 
carried  out  have  hardly  failed  to  destroy  our  Indian 
Empire.  Although  it  is  true  that  we  ought  to  de- 
centralise our  administration,  the  last  thing  we  ought 
to  desire  is  to  diminish  the  authority  of  the  Central 
and  Supreme  Government.  The  one  thing  most  essen- 
tial to  India  is  a  strong  Central  Government.  We  shall 
certainly  never  get  such  a  government  except  in  India 
itself,  and  it  is  difficult  enough  to  get  it  even  there. 
Experience  has  fully  established  that  the  only  way  to 
secure  this  object,  and  to  maintain  a  true  imperial 
control,  is  for  the  Central  Government  to  refuse  to 
meddle  with  details  which  the  local  authorities  alone 
can  understand,  and  with  which  they  alone  can  in- 
telligently deal. 


CHAPTER  X. 

FINANCIAL   MEASURES  FOR  MEETING    FAMINE   LIABILITIES. 

PAVnni  LIA.BILITCX8  MTTBT  BE  MSI  FROM  BSVSNUES — THEIR  HEATT  AXOTTM 
—  I/>RD  8ALI8BUBT'b  OPHnOIT  OF  KECSSSITT  FOB  LOCALISIlfO  TKBX — 
DAHOEB  OF  HOSMTUXQ  THEX  BT  BORBOWINO — PROVINCIAL  REVENUES  OK 
BENGAL  HADE  LIABLE  FOR  CHAROBB  ARISINO  FROX  RAILWAYS  AND  IRRIGA- 
TION WORKS — SIMILAR  STEPS  IN  NORTH-WESTERN  PROVINCES  —  LORD 
VOBTHBROOK*S  VIEWS— FAHINE  EXPENDITVHE  ESTIMATED  AT  ONE-AND- 
A-HALF  MILLIONS  TEARLT — DECISION  TO  OBTAIN  SPECIAL  YEARLY  SrBPLUS 
OF  THIS  AMOUNT — TO  BE  APPLIED  DIRECTLY  OR  INDIRECTLY  IN  REDUC- 
TION OF  CHARGE  FOR  DEBT — FRBBH  TAXATION  HOW  FAR  NEEDED — 
ACTUAL  RECEIPTS  FROM  NEW  TAXES — MISCONCEPTIONS  AS  TO  FAMINE 
nrSURANCE — CREATION  OF  A  FUND  NOT  PROPOSED — PLAN  NECESSARILY 
IirOFEBATIVE  IN  ABSENCE  OF  REAL  SURPLUS — CHANGES  OF  POLICY  MADE 
BT  HOME  GOVERNMENT — SUBSTANTIAL  BEaLISATION  OF  SCHEME  OF  IN- 
SUBANCB. 

Among  the  measures  which  have  engaged  the  attention 
of  the  Government  of  India  during   the   last   ten   or 
twelve  years,  none  have  surpassed  in  their  importance 
those  which  had  their  origin  in  the  distinct  recognition 
of  the   obligation   to    provide   against   the   liabilities, 
financial   as    well  as    administrative,  arising  from   the 
destructive    seasons   of  drought    to   which   almost  all 
parts  of  India  are  periodically  subject.    These  UabiUties 
included  not  only  the  necessary   direct   rehef  of  tlie 
population  which  suffers  from  scarcity  or  famine,  but 
the  obligation  to  carry  out  those  pubUc  works  whicJi, 
as  experience  has   proved,  afford    the  only  true  safe- 
guard against  such  calamities.     The  very  heavy  expen- 
diture which    famine   has   entailed   has   been    already 
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treated  as  abnormal  or  exceptional  calamities,  and  tfal 
sound  financial  principles  required  that  the  grave  ob- 
ligations which  they   entailed   upon   the  GroYemmat 
should  be  expUcitly  recognised  and  provided  for  among 
the  ordinary  charges  of  the  State.     Within  the  previooi 
ten  years   three   serious   famines  had   occurred.    The 
drought  of  1866  led  to  fanune  in  Behar  and  Oriiiat; 
the  failure  of  the  rainy  season  in  1868  and  1869  caused 
severe  distress  over  a  great  tract  of  country  in  Northern 
India  ;  and  in  1874  came  the  famine  in  Bengal.     As  h 
could   not   be   doubted   that  India  was  liable  to  the 
periodical  and  not  unfrequent  occurrence  of  such  calami- 
ties, Lord  Northbrook  justly  concluded  that  to  attempt 
to  meet  them  merely  by  borrowing  without  a  simulu- 
neous  increase  of  income  would  be  financially  ruinou?. 
*  Whatever  means,'  he  said,  *  we  may  take  to  obviate 
or  mitigate  them,  it  must,  under  present  circumstances, 
be  looked  upon  as  inevitable  that  famines  will  from 
time  to  time  occur.'     He  therefore  declared  that,  to  I 
enable  the  State  to  meet  the  C)l)Hgation  of  preveniinif 
and  relieving  famine,  it  was  necessary  to  secure,  in  \m*>' 
perous  times,  a  substantial  8urj)lus  of  revenue  over  ex- 
penditure, in  addition  to  that  necessary  mar^jrin  whirh  a 
prudent  administration  always  requires  for  the  onliiiary 
service    of  the   State.     Due    provision  would   thus  Ik? 
nuule   for    meeting  occasional   exj)enditure  on    faniin«* 
He  said   tliat  if  this  surphis  were  devoted  in  year>  «»l 
pros])erity  to  the  reduction  of  dc»bt,or  to  prevent in«r  t lie 
increase  of  debt    for    tlie    construction    of   j)r(Kluctivc 
public  works,  there  would  be  no  ol)jection  to  the  pul»li«^ 
expenditure  exceeding  the  pubhc  revenue  in  iK*casioii:il 
years  of  adversity,  so   that  we  might    then  rnetH   ilif 
charges  on  famine  from  Ijoriowed  funds  to  the  full  ex- 
tent to  which  our  surplus  had   |)erniilled   the  discharL'«* 
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of  debt  or  prevented  its  increase.  The  principles  thus 
enunciated  by  Lord  Northbrook  were  fully  accepted  by 
the  Secretary  of  State,  Lord  Salisbury,  but  no  steps 
were  taken  to  put  them  in  practice  until  they  were 
made  the  basis  of  the  poUcy  carried  into  effect  by  Lord 
Lytton. 

The  actual  expenditure  on  famine  rehef,  including 
remissions  of  land  revenue,  in  the  five  years  from  1873 
to  1878,  was  nearly  16,500,000Z.  But  there  was  good 
reason  for  believing  that  this  had  been  a  period  of 
exceptional  disaster,  and  the  Government  came  to  the 
conclusion,  necessarily  in  a  somewhat  arbitrary  manner, 
that,  taking  an  average  of  years,  the  annual  cost  of 
relieving  famine,  including  loss  of  revenue  and  actual 
expenditure,  was  not  Ukely  to  exceed  1,500,000/.  It  is 
satisfactory  to  find  that  the  probable  sufficiency  of  this 
assumption  has  been  confirmed  by  the  subsequent 
elaborate  inquiries  of  the  Famine  Commission,  which 
has  estimated  the  yearly  average  charge  at  1,250,000/, 
*  (Considering/  the  Commission  says,  *  the  doubts  that 
must  necessarily  surround  any  such  estimates,  the  ac- 
cordance of  the  sum  thus  obtained  with  the  1,500,000/, 
adopted  by  the  Government  of  India  in  1878,  seems  to 
justify  the  beUef  that  this  last-named  amount  is  not 
hkely  to  be  exceeded  as  the  average  charge  for  famine 
reUef  over  a  series  of  years.' ^ 

The  Eeport  of  the  Famine  Commission  gives  so  clear 
and  succinct  an  explanation  of  the  policy  adopted,  of 
the  principles  laid  down,  and  of  the  objects  aimed  at 
by  Lord  Lytton's  Government,  that  it  may  usefully  be 
quoted  here : — 

*  The  Government,'  it  says,  *  has,  with  good  reason,   pro- 
*  Report  of  Indian  Famine  Ciymmimon^  part  i.  paragraph  100. 
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ceeded  very  cautiously  in  its  arrangements  for  localising  the 
expenditure  which  fEimines  must  involve.     It  was  declared  that 
the   Local   Governments   should   henceforth   be    r^^arded   u 
responsible,  to  the  full  extent  of  what  was  possible,  for  providing 
the  means   of  protecting  the  people  of  their  own  provinces 
against  £BLmine,  and  of  meeting  the  cost  of  relief  when  £Eunine 
actually  occurred.     As  to  the  first  of  these  objects,  arrangementi 
were  made  imder  which  a  guarantee  might  be  given  by  each 
province  for  the  interest  on  the  capital  expended  on  its  own 
railways  and  canals,  and  the  sources  of  income  necessary  for  the 
discharge  of  this  liability  being  at  the  same  time  entrusted  to 
it.     As  to  the  second,  it  was  expected  that,  by  economical  and 
judicious  control  of  the  expenditure  on  the  numerous  branches 
of  the  administration  which  have  been  transferred  to  Provincial 
Governments,  a  balance  would  be  secured  which  would  be  avail- 
able  for  purposes  of  relief,  and  that  such  balances  standing  to 
the  credit  of  provincial  revenues  should  be  exhausted  before  the 
imperial  treasury  could  be  drawn  upon.     But  it  was  recognised 
that  there  was  a  limit  beyond  which  the  provincial  revenues 
could  not  supply  relief,  and  that  resources  must  be  created 
from  which  the  central  authority  could  supplement  provincial 
funds  on  occasions  of  widespread  and  severe  fimiine ;  and  it  Wiw 
to  this  end  that  arrangement h  were  made  to  secure  a  suqilus  nf 
1^  millions  of  income  over  ordinary  ex}K*nditure,  in  addition  to 
the  annual  suri)lusof  half  a  million  otherwise  regarded  as  proj»er. 
It  was  determined  that  this  suri)lus  should  not  take  the  fonn 
of  a  fund  specially  allocated  to  meet  the  cost  of  fiunine  n.»li<'f, 
Ix^caiisc  such  an  arrautJ^ement  would  I  e  financially  inconvenii-iit 
and  objectionable.     The  inttnition  was  simply  that  a  soun-e  of 
revenue  should  l>e  provided  which  would  enable  the  Govemnit-nt 
to  carry  out  the  principle  on  which  it  had  for  some  years  insistt-tl 
— that  the  relief  of  famine  distress  must  be  reganhni  as  a  cluu-gf 
constantly  liable  to  recur,  which   nuist    Ik*  met   like  all  othrr 
obligJitory  items  of  State  expenditure.     The  money  obtaimti,  Mf 
so  nuieh  of  the  1^  millions  as  remained  after  meeting  charges 
for  famine  during   the  eurreut  year,  was  to  Ik*  applied  to  the 
dis<'harge   of  debt,  or  the  pr(K<ecution    of  remunenitive  puMio 
works  <»f  a  chanu'ter  likt'ly  to  give  protection  to  the  country 
against  the  etVeets  of  (ln»ught.     Sueh  works  might  Ih»  exiMvtctl 
to  pHKluee  an  income  ecjual  to  the  interest  on  the  capit<d  >|M-nt 
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I  them,  and  thus  lead  to  a  result  financially  identical  with  the 
Bcharge  of  debt,  but  otherwise  more  beneficial  from  the  pro- 
ction  given  by  the  works.  As  the  Government  was  engaged 
carrying  out  productive  public  works,  the  expenditure  on  which 
volved  annual  loans  to  the  extent  of  three  or  four  millions, 
le  plan  practically  operated  in  reducing,  to  the  extent  of  the 
irplos,  the  sum  to  be  thus  borrowed.  We  see  no  reason  to 
mbt  that  the  general  arrangements  thus  made  were  in  the  actual 
rcumstances  well  suited  to  meet  the  difficult  problem  that  had 
»  be  solved,  nor  is  it  easy  to  see  how  such  heavy  and  irregularly 
curring  charges  as  those  that  arise  from  the  relief  of  &mine 
I  a  great  scale  of  severity  and  extent,  could  otherwise  be  met 
lan  by  borrowing  when  the  calamity  occurs  and  by  discharging 
le  debt  in  times  of  prosperity,  or  securing  such  an  increase  of 
venue  from  productive  works  as  shall  cover  the  interest  on  the 
jbt.' » 

According  to  this  plan,  the  Government,  when  the 
>untry  is  free  from  famine,  V70uld  virtually  reduce  the 
Liblic  debt  by  1,500,000Z.  a  year,  or  prevent  debt  to 
I  at  amount,  and  resources  would  thus  be  stored  up  in 
^ars  of  prosperity,  by  means  of  which,  when  famine 
!tually  occurs,  it  would  be  possible  to  discharge  the 
3avy  obligations  which  then  fall  upon  the  State. 

The  Government  in  1877  came,  as  elsewhere  stated, 
>  the  conclusion  that  the  ordinary  income  and  expen- 
ture  of  the  State  might  at  that  time  be  considered  to 
3,  for  practical  purposes,  in  a  state  of  equilibrium.  It 
as  therefore,  in  the  opinion  of  the  Government,  neces- 
Liy  to  improve  the  financial  position  by  1,500,000Z.  a 
3ar  on  account  of  famine  liabilities  alone,  and  in  addi- 
on  to  this  to  provide  a  margin  on  the  annual  esti- 
lates  of  at  least  500,000/.  to  meet  unforeseen  con- 
ncrencies. 

A  considerable  portion  of  this  total  sum  of 
,000,000Z.  was  supplied,  without  any  addition  to  the 

'  Report  f  part  i.  paragraphs  175, 176. 
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public  burdens,  either  imperial  or  local,  by  the  tranafcr 
of  charges  to  the  Provincial  Governments  under  the 
measures  of  financial  decentralisation  of  which  I  ht?c 
spoken ;  but  fresh  taxation  was  thought  necessary  to 
complete  the  whole  amount  required. 

The  new  taxes  actually  imposed  will  be  described 
elsewhere  ;  it  will  now  be  shown  what  financial  sacces 
has  attended  these  efforts  of  the  Government  towards 
insuring  the  country  against  the  habilities  entailed  hj 
the  periodical  occurrence  of  famine. 

The  question  whether  this  object  has  been  gained 
is  practically  identical  with  the  question,  which  has  a 
much  simpler  appearance,  and  which  has  already  been 
answered  in  a  previous  chapter  of  this  work,  whether 
we  have  really  secured  a  substantial  annual  surplus 
of  income  over  ordinary  expenditure  of  not  less  than 
2,000,000Z.  a  year. 

This  was  to  be  ascertained  on  a  comparison  of  the 
revenue  with  the  expenditure,  after  excluding  the  ex- 
penditure on  productive  public  works,  which,  to  what- 
ever extent  was  necessary,  might  be  provided  for  by 
loan.  That  portion  of  the  surplus  which  was  especially 
required  to  meet  famine  liabihties,  or  1,500,000/.,  would 
be  subject  to  reduction  by  any  amount  which  might 
be  expended  on  famine  relief,  or  which  might  be  lo5t 
in  the  shape  of  remission  of  revenue  on  account  of 
famine.  The  remaining  500,000/.  of  the  required  sur- 
plus miglit  be  reduced  by  expenditure  of  an  obviously 
abnormal  and  extraordinary  cliaracter.  In  other  words, 
it  was  desired  to  secure  an  income  sufficient  to  meet 
all  ordinary  charges  year  l)y  year,  l)esides  1,500,001)/. 
for  famine,  and  also  all  extraordinary  charges  up  to 
500,000/.  More  than  this  was  not  aimed  at.  For 
heavy  war  expenditure,  for  instance,  no  provision  wa^ 
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made  beforehand,  and  it  would  have  been  absurd  to 
attempt  to  do  so. 

The  amount  of  new  taxation  actually  imposed 
amounted  originaDy  to  1,345,000Z.,  and  is  now  about 
l,OOO,000i.  Whether  the  pubUc  accounts  have  shown 
deficit,  surplus,  or  equilibrium,  it  is  indisputable  that 
if  the  new  taxes  were  not  appUed  to  stimulate  fresh 
expenditure,  they  must  have  prevented  debt,  or  per- 
mitted its  reduction,  to  the  exact  amount  which  they 
have  yielded,  and  that,  when  famine  occurs,  our  re- 
sources for  meeting  it  will  be  increased  by  an  amount 
exactly  equal  to  the  amount  obtained  from  those  taxes, 
with  compound  interest  upon  them. 

The  actual  sum  which  they  are  estimated  to  have 
yielded  in  the  aggregate  in  the  three  years  since  they 
were  imposed  is  3,393,891/.  In  the  same  period  the 
actual  or  estimated  expenditure  on  famine  reUef  was 
417,420/.  Therefore  the  taxation  thus  levied  in  these 
years  has  enabled  us  to  defray  the  expenditure  on 
famine  reUef,  and  to  prevent  debt  to  the  amount  of 
2,976,471/.  with  interest  on  this  sum,  and  therefore 
to  improve  the  general  financial  position  to  the  same 
extent  apart  from  other  independent  causes  of  expendi-  * 
ture,  and  to  obtain  a  corresponding  resource  available 
in  the  future.  That  this  result  has  been  achieved  is 
self-evident ;  it  is  independent  of  the  surplus  or  deficit 
of  the  revenue  as  a  whole,  and  requires  no  further 
demonstration. 

It  has  been  asserted  that  the  proceeds  of  these 
taxes  have  not  been  expended  on  the  objects  for  which 
they  were  imposed,  but  on  the  prosecution  of  the 
Afghan  war.  Such  assertions  are  based  on  miscon- 
ception of  the  facts.  These  taxes  were  imposed  to 
enable   the  State  to  meet  its  future  liabihties  for  the 

X  2 
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relief  of  famine.  Their  proceeds  have  been  devoted  to 
meeting  these  liabilities  as  certainly  as  if  they  had  been 
actually  expended  on  famine  rehef,  or  had  been  applied 
to  the  direct  repajrment  of  debt.  If  these  taxes  had 
not  existed  during  the  last  three  years,  the  revenues 
would,  as  was  shown,  have  been  less  by  nearly  3,000,00011 
than  their  actual  amount ;  consequently  the  amouot 
available  for  meeting  the  whole  public  expenditure, 
including  that  on  the  war,  which  has  obviously  nol 
been  affected  in  any  way  by  these  taxes,  has  been  in- 
creased by  this  sum,  and  the  amount  to  be  borrowed 
has  been  reduced  by  the  same  sum  :  in  other  words, 
the  pubUc  debt  is  now  3,000,000/.  less  than  it  would 
have  been.  It  is  plain,  therefore,  that  when  seriom 
famine  next  occurs  we  shall  be  able,  if  necessarv,  to 
borrow  3,000,000/.  for  its  relief,  without  creating  liabi- 
Uties  of  a  larger  amount  than  that  by  which  the  present 
increase  of  the  general  liability  has  been  prevented; 
any  increase  of  debt  due  to  the  war  is  beyond  the 
present  discussion. 

There  lias  been  much  misunderstandinji  in  re^^anl  to 
the  so-called  Famine  insurance  fund  or  surplus,  which, 
in  fact,  was  never  designed  to  be  anything  more  than  a 
mere  surplus  of  annual  revenue  over  expenditure, 
though  the  necessity  for  it  arose  from  a  partinilar 
cause.  It  was  impossible  for  the  Government,  even  if 
it  had  desired  to  do  so,  to  have  given  a  different 
character  to  this  surplus,  unless,  indeed,  the  expedient 
had  been  adopted  of  paying  the  proceeds  of  the  new 
taxes  into  a  separate  fund  to  be  apj)lied  only  to  speeifitHl 
purposes.  From  the  very  first,  and  at  all  times,  even* 
idea  of  this  sort  was  repudiated  by  the  Government  ji? 
out  of  the  question,  foolisli,  and  im])ra(*ti(»al)le,  and  n** 
doubt  will  be  equally  rej)udiated  in  the  future. 
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In  further  explanation  of  this  point  reference  may 
>e  made  to  the  following  extract  from  the  Budget 
Jesolution  of  1879-80. 

*  The  propriety  of  the  course  followed  by  the  Government  last 
^ear  in  refusing  to  constitute  any  separate  fund  in  connection 
vith  the  &mine  arrangements  has  thus,  it  may  be  added,  been 
ustified  by  the  event.  Foreseeing  the  possibility  of  such  a 
xmtingency  as  that  which  has  actually  occurred  (namely,  the 
inticipated  fEolure  of  the  surplus  in  consequence  of  the  heavy 
all  in  the  exchange  and  the  cost  of  the  Afghan  war),  Sir  John 
krachey  spoke  in  the  Legislative  Council  on  February  9,  1878, 
IS  follows : — 

**  Any  other  decision  might  lead  to  results  probably  not  con- 
;emplated  by  those  who  have  suggested  the  establishment  of  a 
(eparate  fund ;  I  mean  that  this  might  involve  the  necessity 
or  imposing  fresh  taxation.  Suppose,  for  instance,  that  the 
)roduce  of  the  new  taxes  were,  by  law,  strictly  set  apart  from 
he  general  revenues  and  paid  into  a  separate  fund  only  to 
>e  applied  to  specified  purposes ;  if  then  any  sudden  change 
>{  circumstances  arose,  calling  for  seriously  increased  expendi- 
ure,  or  causing  a  considerable  falling  off  in  the  revenue,  we 
ihould  have  to  choose  between  the  imposition  of  fresh  taxes  and 
he  abrogation  of  the  law  constituting  the  fund,  for  I  set  aside 
he  idea  of  meeting  the  ordinary  charges  by  borrowing  as  a 
»urse  financially  inadmissible.  This  dilemma  might  arise, 
hough  the  pressure  was  likely  to  be  only  temporary ;  nor  can 
my  one  say  that  such  a  contingency  would  be  at  all  improbable, 
>r  that  it  might  not  occur  at  any  moment.  With  all  my  desire 
o  see  the  pledges  maintained  that  we  have  given  as  to  the 
pplication  of  a  sum  not  less  than  1,500,000^.,  as  an  insurance 
gainst  famine,  I  think  it  would  be  irrational,  under  many  cir- 
umstances  that  I  can  conceive,  to  object  to  the  temporary 
liversion  of  any  necessary  part  of  the  revenue  from  this  purpose 
?ith  the  view  of  obtaining  relief  which  might  be  no  less  urgently 
equired  than  that  which  experience  has  taught  us  to  be 
•equisite  in  meeting  famine.  Without  thinking  of  a  future 
'ar  removed  from  us,  events  might  of  course  happen  which 
peould  make  it  impossible  even  for  us  who  have  designed  these 
measures  to  maintain  our  present  resolution," 
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In  the  very  natiire  of  the  case,  a  real  smking  fbad 
involves  the  existence  of  a  real  surplus,  and  the  above 
extract  clearly  shows  that  this  was  well  understood. 
Indeed  in  circumstances  such  as  had  been  foreseen, 
and  were  very  soon  to  arise,  the  only  effect  which 
the  specially  created  resources  coxild  have,  would  be 
the  indirect  one  which  has  already  been  explained,  h 
is  obvious  that  the  measures  which  were  proposed 
coxild  have  no.  effect  in  averting  other  causes  of  ex- 
penditure, or  in  preventing  debt  being  incurred  for 
other  objects,  and  that  so  long  as  the  surplus  was  dis- 
sipated never  mind  how,  or  as  debt  was  increased  never 
mind  why,  no  real  sinking  fund  operations  could  be 
carried  out. 

That  the  misunderstanding  which  has  been  aUuded 
to  may  have  been  due  to  want  of  precision  in  the 
original  explanations  of  the  policy  of  the  Government  b 
not  denied.  When  these  questions  were  first  brought 
forward,  being,  as  they  were,  new  and  complicated, 
they  were  not  in  their  financial  aspect  very  easy  to 
comprehend,  and  some  things  were  undoubteilly  said 
which  not  unnaturally  gave  rise  to  misinterpretation. 
Moreover,  the  difficulty  which  the  pubhc  lias  liad  in 
understanding  this  matter  has  been  increased  by  the 
fact  that  the  original  policy  was  afterwards  greatly 
modified  by  Her  Majesty's  Government,  and  some  «>!' 
the  statements  of  the  Government  of  India  thus  coa.<cd 
to  be  applicable.  This  observation  applies  esi)ecially  to 
the  orders  of  the  Secretary  of  State,  given  in  arcordauce 
with  the  recommendations  of  a  Conunittee  of  the  Ilniise 
of  Commons,  by  which  tlic  Government  of  India  wa-^ 
obliged  greatly  to  reduce  its  expenditure  on  thoM- 
works  the  construction  of  which  it  had  looktHl  upi>n 
as  the  best  safeguard  agauist  famine.     If  Lord  Lytton'> 
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benefic^it  and  admirable  schemes  for  the  protection  of 
the  country  have  been  abandoned  or  postponed,  it 
has  certainly  not  been  his  fault.  So  far  as  his  Govern- 
ment has  been  concerned,  there  was  at  ho  time  any 
change  of  policy  in  regard  to  the  subject  of  famine 
insurance,  or  to  the  construction  of  necessary  pubUc 
works,  or  any  failure  to  carry  out  any  of  the  intentions 
with  which  the  new  taxation  was  imposed. 

But  no  apology  or  explanation  is  in  truth  needed  for 
any  part  of  these  measures.  So  far  from  the  famine 
insurance  policy  having  failed  through  the  faults  of  its 
originators,  the  fact  is  indisputable  that  notwithstanding 
all  the  difficulties  of  the  actual  situation,  the  net  charge 
for  interest  on  the  public  debt,  after  making  allowance 
for  the  receipts  from  public  works,  has  actually  been 
reduced  during  the  past  three  years  by  a  much  larger 
sum  than  had  been  aimed  at.  The  net  charge  for 
productive  public  works  and  interest  on  debt  fell  from 
4,070,000/.  in  1877-78  to  3,093,000/.  in  1880-81  ;  that 
is,  more  than  900,000/.,  which  is  equivalent  to  a  dis- 
chai'ge  of  debt  of  about  20,000,000/.,  so  that  instead  of 
there  having  been  any  failure  in  the  policy,  it  has 
obtained  an  altogether  unexpected  measure  of  success, 
and  in  the  precise  manner  that  had  been  from  the  first 
designed. 


CHAPTER  XI. 

MEASURES  FOB  QIYINQ   PROTECTION  AGAINST  FAiaXE. 

BBOUBRENOB  OF  FjUCQTB  STILL  UKATOIDABLB — MBABUBJBB  07  ALLETUTIOV 
AJTD  PBEYBimON  P08SIBLB — mfiCBBSITT  FOB  APPLTIHe  TBDBC — VOW 
NOBTHBBOOK'b  OPDnOK — ^EXTENBIOK  OF  BAILWATB  AKB  IBEIOAnOI 
BEaUIRED — IKBTJFFICIENCT  OF  KSAfllTBBB  ACTUALLY  TAJODr  — LOID 
LTTTON's  PBOORAJOai— KMIOBATION  NOT  APPLICABLB — nCPOBTAlTCI  OF 
XABLT  EXTENSION  OF  CHEAP  BAILWATS — YALITB  OF  IBBieATI0N-HX>- 
OPEBATION  OF  LOCAL  OOYEBNICENTS  TO  BE  SBCUBXD— OTBADT  SITPPLT 
OF  FUNDS  ESSENTIAL — PLANS  FBUSTBATKD  BY  OBDBRfl  FOB  BBDUCnOV 
OF  OUTLAY  ON  PBODUCTIYE  W0BK8 — OTHEB  BBSTBICTIONB  nfPOai>— 
APPLICATION  OF  HALF  OF  FAMINE  8UBPLUS  TO  UNBBM UNXEAXITB  WOBEI 
P&OPOSED— OBJECTIONS  STATED  TO  THIS  ABBANeBMENT. 

The  periodical  recurrence  of  seasons  of  drought  in 
India  must  be  regarded  as  a  physical  necessity,  .ind,  in 
the  present  condition  of  the  country,  famine  in  an  ex- 
treme form  must  at  times  be  unavoidable.  The  gradual 
advance  of  the  economical  position  of  the  people  can 
alone  bring  complete  remedies  ;  nor  need  we  doubt  thai 
a  security  may  some  day  be  attained  equal  to  that  now 
enjoyed  in  other  countries,  which,  as  their  past  history 
shows,  long  remained  Hable  to  periodical  famines  hardly 
less  disastrous  than  those  which  have  recently  devas- 
tated India. 

But  it  is  certain  that  it  is  already  possible  to  pre- 
vent, or  very  greatly  to  alleviate,  by  remedial  mea.<5ure# 
the  worst  effects  of  scarcity,  \\lien  provision  had  been 
made  ajrainst  the  financial  liabilities  to  which  it  had 
become  obvious    that    the    State  was  exposed   in    the 
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future  by  the  recurrence  of  famine,  it  still  remained, 
therefore,  to  supply  such  direct  means  of  protection 
and  prevention  as  were  practicable,  and  Lord  Lytton 
regarded  this  object  as  being,  if  possible,  even  more  im- 
portant than  financial  security. 

After  the  famine  in  Bengal  Lord  Northbrook  had 
insisted  upon  the  duty  which  rested  on  the  Government 
of  sparing  no  efforts  to  provide  railways  and  canals 
for  this  purpose,  Li  the  financial  statement  for 
1874-75,  reference  having  been  made  to  the  necessity 
of  providing  a  sufficient  surplus  of  income  over  ordinary 
expenditure  to  meet  periodical  charges  on  account  of 
famine,  it  was  said  that  there  remained — 

*  the  further  and  more  important  consideration,  whether  the 
disastrous  effect  of  periodical  failures  of  rain  may  not  be  miti- 
gated, and  to  a  great  extent  obviated,  by  the  extension  of  irri- 
gation works,  and  of  railways  or  other  means  of  communication. 
This  subject  has  constantly  received  the  attention  of  the 
Government  of  India.  Already  a  vast  area  of  country  has  been 
rendered  secure  from  the  effect  of  a  failure  of  rain  by  the  irri- 
gation works  which  have  been  originated  or  renewed  by  the 
British  Government.  Had  it  not  been  for  the  large  expenditure 
upon  the  construction  of  the  guaranteed  railways,  it  would  have 
been  physically  impossible  to  have  taken  adequate  precautions 
to  preserve  the  lives  of  the  people  in  Behar.  In  the  forecast  of 
expenditure  upon  reproductive  public  works,  published  in  July 
last  (1873),  it  was  announced  that  2,700  miles  of  railway  and 
irrigation  works,  calculated  to  secure  from  liability  to  drought 
50,000  square  miles  of  country,  would  be  constructed  during 
the  five  years  ending  with  1877-78  at  a  cost  of  22^  millions 
sterling.  This  programme  is  sufficient  to  show  that,  before  the 
occurrence  of  the  drought  of  last  year,  the  Government  of  India 
were  fully  alive  to  the  necessity  of  a  \ngorous  prosecution  of 
such  works.  A  general  view  is  now  being  made  of  the  position 
of  the  whole  of  Her  Majesty's  dominions  in  India  as  regards 
liability  to  famine  from  the  want  either  of  the  works  of  irriga- 
tion or  of  means  of  communication.     It  will  be  the  duty  of  the 


170  FINAKCBS  AXB  PUBUC  WOfiKS  OF  INDU. 

Government  to  consider  how  &r  it  may  be  desirable  to  aocde- 
rate  the  construction  of  reprodactive  public  works,  and,  if  kh 
how  the  necessary  funds  shall  be  provided.' 

But,  as  has  too  frequently  been  the  case  on  other 
occasions,  these  promises  were  not  followed  up  by  any 
sufficient  action.  After  the  immediate  pressure  caused 
by  the  occurrences  of  1874-75  had  passed  away,  things 
went  on  in  their  old  routine.  K  such  a  review  of  the 
wants  of  the  country  as  was  spoken  of  was  actually 
made,  nothing  came  of  it,  and  so  far  from  any  accelera- 
tion of  the  construction  of  productive  public  works 
having  ensued,  a  disposition  to  reduce  the  available 
funds  began  to  find  favour. 

The  subject,  however,  was  once  more  taken  up  by 
Lord  Ly tton,  with  the  serious  intention  of  doing  all  that 
it  was  possible  for  a  Government  to  do  towards  pre- 
venting famine,  and  furnishing  the  country  with  the 
machinery  by  which,  when  it  occurred,  the  largest 
practicable  amount  of  relief  could  be  most  speedily  awl 
effectually  distributed.  Tlie  new  taxation,  and  the 
other  measures  by  wliicli  the  finances  were  impn^ve<l, 
gave  the  means  of  carrying  out  these  objects  with  a 
certainty  and  rapidity  wliich  it  would  otherwise  have 
been  impossible  to  insure. 

A  nobler,  more  humane,  or  wiser  programme  was 
never  devised  by  any  Government  for  the  benefit  of  a 
country  than  that  put  fortli  by  the  Government  of 
India  in  1878  for  the  protection  of  India  against  thi:^ 
most  terrible  and  ruinous  and  far-reaching  of  all 
natural  calamities  ;  and  until  it  is  brought  into  far  more 
complete  operation  than  has  hitherto  been  permitted, 
the  most  urgent  of  the  duties  of  tlie  British  rulers  of 
India  to  the  vast  population  they  have  undertaken  to 
govern  will  be  left  unfulfilled.     The  following  oxirait 
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•om  Lord  Lytton's  speech  before  the  Legislative 
ouncil  ^  is  quoted  at  length,  as  containing  the  clearest 
^position  of  the  whole  subject  of  providing  the  country 
rith  protection  against  famine,  through  the  instru- 
lentaUty  of  pubhc  works,  and  his  words  deserve  to 
e  remembered  among  the  wisest  utterances  of  Indian 
tovemors. 

*  The  statement  made  by  Sir  John  Strachey  will,  I  trust,  have 
itisfied  the  Council  that  the  additional  revenue  now  required 
Y  the  GK)vemment,  and  the  increased  burdens  which  must  con- 
?quently  be  borne  by  the  people  of  India,  are  the  inevitable 
)nsequences  of  £ELmine,  and  of  CEimine  only.  I  will  not  abuse 
Dur  sympathies  by  harrowing  your  feelings  with  any  descrip- 
on  of  the  ghastly  scenes  I  have  witnessed  this  year  in  Southern 
adia ;  scenes  which,  horrible  as  they  were,  only  partially  re- 
galed the  mass  of  unseen,  unuttered  misery  that  lay  behind 
lem.  I  feel  sure  you  will  believe  that  no  such  sights  were 
eeded  to  impress  me,  and  I  am  equally  confident  that  no  such 
escriptions  are  needed  to  impress  this  Council,  with  a  profound 
;nse  of  the  paramoimt  obligation  now  resting  on  us  all  to  spare 
3  eflFort  for  preventing  the  recinrence,  or  mitigating  the 
Tects,  of  such  calamities.  But  of  one  thing  I  am  convinced — 
ur  eflForts  must  flail  if  they  be  merely  the  imeducated  oflFspring 
"  casual  impulse  and  indefinite  sentiment.  The  primary  con- 
ition  of  successful  eflFort  is  the  strictly  sympathetic  subordina- 
on  of  it  in  all  directions,  and  in  all  details,  to  the  verified  re- 
dts  of  experience,  and  the  carefully  ascertained  conditions  of 
hat  is  practically  possible.  It  is  not  by  the  indulgence  of  that 
orbid  sensibility  to  the  dramatic  elements  of  horror  which  so 
iconsciously  simulates  compassion,  it  is  not  even  by  exclama- 
ry  utterances  of  a  generous  impatience,  or  a  genuine  grief, 
ider  the  painful  contemplation  of  the  suflFerings  of  our  fellow- 
eatures,  that  we  can  practically  prevent  or  alleviate  such 
itional  calamities  as  those  through  which  Southern  India  has 
«n  passing  during  the  last  two  years.  I  am  profoundly  per- 
aded  that  every  rupee  superfluously  spent  on  famine  relief 

*  Some  sentences  have  been  omitted  which  are  not  of  importance  to 
3  present  argument. 
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only  aggravates  the  evil  effects  of  famine,  and  that  in  all  nidi 
cases  waste  of  money  involves  waste  of  life. 

*  The  measures  now  before  the  Council  have  for  their  principd 
object  the  provision  of  that  increase  of  the  public  income  whidi 
experience  has  proved  to  be  the  first  condition  of  any  practictl 
insurance  against  famine  ;  and,  therefore,  it  is  only  proper  thit 
the  Council  should  know  how  we  intend  to  employ  the  resoorcei 
which  its  adoption  of  these  measures  will  place  at  our  dispooi 
for  that  purpose. 

*  Our  first  duty  must  be,  I  fear,  to  recognise  and  face,  with 
all  its  consequences,  the  sad  but  certain  fact  that,  in  the  present 
social  condition  of  India,  famines  cannot,  for  many  years  (I 
might  almost,  say  for  many  generations)  to  come,  be  entirely 
prevented.  The  population  of  this  country  is  still  almo«t 
wholly  dependent  upon  agriculture.  It  is  a  population  which, 
in  some  parts  of  India,  under  those  securities  for  life  which 
are  the  general  consequence  of  British  rule,  has  a  tendency 
to  increase  more  rapidly  than  the  food  it  raises  from  the  soil. 
It  is  a  poj^ulation  whose  consumi>tion,  in  many  places,  trenches 
too  closely  on  the  crops  already  provided  by  its  industry; 
and  which,  therefore,  runs  great  risk  of  having  no  accumnbiU^i 
prcxluce  to  depend  ujKm,  whenever  the  earth  has  faile<l  *Mi> 
bring  forth  her  fruit  in  due  season."  A  ju'ople  i>erniauentiy 
living  under  such  conditions — a  people,  tliat  is  to  say,  wIh^v- 
entire  labour  provides  only  just  fcxKl  enough  for  its  own  anuu;il 
sustenance — is,  it  must  l)e  confessed,  a  iK?oplt»  removed  only 
a  few  degrees  from  a  state  of  barbarism.  I'ntil  the  acvuniu- 
lated  fruits  of  industry  exc€»e<l  tlie  current  requirements  •»f 
the  p<ipulation  for  its  own  sulisistenct^,  there  can  Ik.*  no  j^rtiwtli 
in  the  wealth  of  the  communitv  ;  and  until  the  nati(»nal  w»';iltli 
— that  is  to  siiy,  the  exclinng«»able  surplus  prtxlmv  <»f  i In- 
country — has  IxH'n  increasiil  up  to  a  (M»rtain  stan<iard.  thtr»- 
can  bt»  no  adequatt;  security  against  famine.  Totheattainnifijt 
of  this  olvjeet,  therefon*,  all  our  efVorts,  in  every  deiwutnifUt  «»f 
the  administration,  nmst  l>e  constantly  directed.  ]>ut,  at  th» 
same  time,  it  must  also  be  always  Ixmie  in  mind  that,  until 
tliis  objeet  has  be«'U  attained,  no  exertions  and  n«»  exj>endituT'- 
on  the  |Mirt  of  the  State  can  ]»ni<tii','i]ly  do  more  than  j»rti\i«it 
for  the  restriction   and   mit ignition  of  jwrioiliiMl  si-areity.      It   i* 
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iiot  yet  in  the  power  of  human  science  to  foresee,  still  less  to 
control,  the  uncertainty  of  the  seasons  ;  and  this  uncertainty, 
which  is  so  constant  and  violent  in  India,  must  always  afflict  with 
exceptional  severity  any  population  that  is  habitually  living 
fiom  hand  to  mouth.  Fortunately,  however,  the  material  ap-; 
pliances  which  already  exist,  and  only  need  to  be  prudently 
developed,  in  order  to  provide  us  with  an  eflFectual  insurance 
against  the  worst  consequences  of  famine,  are  also  those  which, 
if  rightly  employed,  will  most  rapidly  promote  that  general  in- 
crease of  the  national  wealth  on  which  alone  we  can  reckon  for 
the  permanent  prevention  of  femine. 

*Now,  of  the  countless  suggestions  made  from  time  to  time, 
and  more  especially  during  the  present  year,  for  rendering  less 
bitterly  ironical  than  it  still  seems,  when  read  by  the  sinister 
light  of  recent  events,  that  famous  inscription  on  the  huge 
granary  built  at  Patna  for  "  the  perpetual  prevention  of  famine 
in  these  provinces^  there  are  only  three  which  merit  serious 
consideration.  These  ^e^firatly^  Emigration  ;  secondly,  Eail- 
WAYS ;  and,  thirdly.  Irrigation  Works. 

*  We  must  practically  exclude  the  first  expedient  from  the  list 
of  those  on  which  we  mainly  rely  as  a  means  of  insuring  the 
population  of  India  against  the  calamities  of  periodical  famine. 
The  conclusion  thus  arrived  at  forcibly  confines  our  immediate 
efforts  to  the  most  rapid  development,  by  the  cheapest  methods, 
combined  with  the  most  appropriate  and  efficient  application,  of 
the  only  two  remaining  instruments  for  increasing  the  produce 
of  the  soil,  facilitating  its  circulation,  and  thereby  improving 
the  general  social  condition,  and  augmenting  the  collective 
wealth,  of  the  whole  community.  Those  instruments  are  rail- 
roads and  irrigation  works. 

*  Now,  the  incalculable  value  to  India  of  her  present  railways 
has  been  unmistakably  demonstrated  during  the  past  year ;  and 
the  Government  is  unquestionably  bound  to  stimulate  the  ex- 
tension of  this  class  of  works  to  the  greatest  extent,  and  with 
the  greatest  rapidity,  consistent  with  the  requirements  of  finan- 
cial prudence.  The  capital  expenditure  on  the  guaranteed 
railways,  during  a  period  of  28  years,  has  amounted  to  not  far 
from  95  millions  sterling,  with  a  result  to  be  measured  by  about 
6,000  miles  of  broad-gauge  line.     During  the  last  nine  years 
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the  outlay  on  State  railways  has  amounted  to  aboat  18| 
millions,  producing  1,050  miles  of  broad  and  1,200  mikt  d 
narrow-gauge  line,  more  or  less  finished.  I  need  not  here  if- 
open  the  once-vexed  question  of  broad  versus  narrow  ganp. 
For  all  practical  purposes  that  question  has  long  ago  ben 
settled.  Had  we  now  to  consider  the  construction  of  long  linei 
of  rail  solely,  or  chiefly,  for  military  purposes,  I  doubt  not  thit 
many  arguments  might  be  forcibly  urged  in  farour  of  a  brad- 
gauge  system.  But  when  the  object  in  view  is  to  stimulate  the 
exchange  of  commodities,  and  provide  for  a  goods  traffic  with 
special  reference  to  local  needs  and  local  means,  then,  I  think, 
it  cannot  possibly  be  doubted  that  any  extension  of  our  raihraj 
system  must  be  carried  out  in  strict  conformity  with  that  method 
which  experience  has  proved  to  be  the  cheapest,  and  indeed  the 
only  one  financially  possible  in  the  circumstances  of  a  poor 
country  with  a  languid  conmierce.  The  importance  of  strategic 
railroads  to  such  an  empire  as  this  is  not,  in  my  opinion,  opes 
to  question.  But  it  is  not  for  the  construction  of  strategic  rail- 
roads that  we  are  now  seeking  assistance  firom  the  local  popula- 
tions and  Crovemments  of  India.' 

*  It  is  an  unquestionable  fact  that  the  railways,  and  the  rail- 
ways alone,  were  the  salvation  of  the  sitmition  in  North  B«-har 
during  the  famine  of  1874;  and  that  they  have  again  Ut^n 
the  salvation  of  the  situation  in  Madras  during  the  pn*s«'nt 
year.  The  sea,  no  doubt,  would  have  thrown  rice  into  the  t4>wii 
of  Mcidras ;  but,  with  the  cattle  d^ing  of  drought,  it  would  have 
been  imi>ossible  to  move  the  gr.iin  iiivcountrv ;  nor,  if  evfTT 
j)ossible  mile  of  niavigable  canal  had  been  complete*!  through*»ut 
the  Madras  Presidency,  would  it  have  greatly  hel]KHl  ustothr«»w 
grain  into  those  very  districts  where  the  famine  has  been  at  it* 
worst ;  for  the  bn)ken  upland  country  of  Brllary  and  Kuniool, 
and  the  Mysore  plateau,  are  physically  ini]>racticahle  for  big 
canals;  and  hjid  there  been  no  railwav  within  reach  of  the«ie 
districts,  the  peo])le,  where  they  have  now  dunl  by  hundreiis 
must  have  assurtnllv  suecnnib<Hi  bv  thousands. 

*I  am  siitisfied  that  the  develo])nient  of  a  network  i>f  sub-sj- 
diary  lines  of  railway,  giving  tht?  means  of  transjK»rt  through 
every  district  i»f  British    India,  has   In-ronie  a  matter  of  \ital 
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,aeee8sity  for  the  attainment  of  the  great  object  now  before  us. 
To  aocomplish  this,  in  accordance  with  the  financial  and  admin- 
istzative  policy  already  explained,  we  propose  to  call  upon  the 
taiioiis  Provincial  Governments  to  undertake  at  once  the  pre- 
paration of  such  a  scheme  of  local  railways,  with  plans  for  their 
gradual  and  systematic  execution,  carefully  made  out  by  the 
best-informed  local  authorities.  Our  present  object  is  to  render 
available,  within  the  shortest  possible  time,  a  TnaYiTnnnn  length 
of  line  specially  constructed  for  a  slow  goods  traffic,  rather  than 
to  provide  those  more  ample  conveniences  for  passengers  and 
goods  which  have  been  conmionly  deemed  necessary  for  all 
Indian  railways  hitheirto  constructed.  We  have  every  reason 
to  believe  that,  by  resfjicting  the  works  at  the  outset  to  the 
essential  requirements  of  a  slow  goods  traffic,  we  can,  without 
any  sacrifice  of  durability,  or  sound  constructive  principle,  reduce 
the  first  capital  outlay  even  below  the  amount  which  was  found 
sufiicient  for  the  execution  of  the  Hathras  and  Muttra  Hallway 
in  the  North-Westem  Provinces — 2l  line  which  famishes  us  with 
a  most  instructive  illustration  of  what  may  be  done,  under  a  local 
Government,  in  the  way  of  thoroughly  useful  work  executed  at 
a  small  cost.  We  have  also  in  the  United  States  of  North 
America  an  encouraging  example  of  the  rapidity  and  financial 
ease  with  which  cheap  railroads  may  be  constructed  over  vast 
tracts  of  sparsely  populated  territory,  and  of  the  incalculable 
benefits  conferred  by  them  on  every  part  of  a  continent  even 
more  spacious  in  extent  and  various  in  climate  than  our  own. 

*  During  my  visit  to  Madras  and  Mysore  I  had  many  oppor- 
tunities of  obtaining  information  about  the  distribution  of  grain 
into  the  distressed  provinces.  I  cannot  doubt  that  but  for  the 
main  trunk  lines  of  railway  there  must  have  been  an  appalling, 
and  quite  irremediable,  failure  in  the  supply  of  food  to  those 
provinces ;  and,  for  all  purposes  of  famine  relief,  I  am  equally 
convinced  that  the  proved  utility  of  these  great  arterial  lines 
will  be  immensely  increased  by  the  cheap  internal  railroads  we 
now  propose  to  commence,  with  the  intention  of  completing 
them  as  rapidly  as  may  be  compatible  with  the  extent  of  the 
financial  resources  at  oiu*  disposal  for  that  undertaking. 

*  The  early  conclusion  of  such  an  undertaking  must  necessarily 
depend  upon  its  financial  practicability ;  and  for  this  reason  all 
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minor  considerations  must  be  subordinated  to  the  most  rigid 
economy  in  construction,  and  the  most  severe  limitation  of  the 
works  to  what  is  indispensable  for  the  efficient  exercise  of  their 
special  function.  But  if  these  conditions  be  duly  complied  with, 
I  have  confidence  that,  at  a  comparatively  early  period,  we  shall, 
without  any  strain  upon  our  financial  resources,  have  extended 
to  all  parts  and  provinces  of  our  Empire  the  most  efficacious 
protection,  not  indeed  from  dearth  (for  that  is  impossible),  bat 
from  those  terrible  eflfects  of  dearth  which  now  generally  termin- 
ate in  famine. 

*  These,  then,  are  the  principles  on  which  we  are  prepared  to 
apply  at  once  to  the  extension  of  our  railway  system,  as  a  means 
of  insurance  against  famine,  an  adequate  projjortion  of  the  re- 
sources at  our  conunand  for  that  piupose.  We  cannot,  indeed, 
solely  for  the  sake  of  developing  local  conmierce,  undertake  to 
build  railroads  on  the  conmiodious  and  costly  scale  of  our  pre- 
sent main  lines,  which  have  been  constructed  with  a  view  to 
their  general  utility  in  many  other  ways.  But  with  the  active 
co-operation  of  the  Local  Governments,  and  by  steadily  adhering 
to,  and  prudently  developing,  the  great  principle  of  provincial 
responsibility  which  is  the  backbone  of  our  financial  policy,  we 
are  persuaded  that  the  resources  of  the  State  will  now  be  sufficient 
for  the  early  and  continuous  construction  of  a  wide  nt*twork  of 
cheap  provincial  lines  well  adapted  to  the  special  object  for 
which  they  are  required. 

*  It  remains  to  explain  to  the  Council  the  manner  in  which  w?* 
propose  to  ai)ply  to  the  extension  of  irrigation  works  precisflv 
the  same  principles  and  jx)licy. 

*  It  is  certain  that  throughout  the  greater  j)art  of  India  thf 
produce  of  the  soil  may  still  be  very  considerably  increa^^ed  by 
artificial  irrigation.  But  it  is  equally  certain  that  in  many}iart:i 
of  India,  and  for  many  kinds  of  Indian  crops,  irrigation  could 
only  be  employed  at  a  cost  which  would  render  it  unremunera- 
tive.  Canal  irrigation  cannot  everywhere  l>e  supplied  fri»in 
permanent  sources;  and,  wherever  it  is  not  8upj»lied  fn)m  per- 
manent sourc<»s,  it  fnMjuently  proves  altogether  abortive  as  a 
preventive  against  famine.  Agjiin,  in  the  second  year  of  the 
drought  from  which  we  have  been  sufTc^ring  throughout  Southern 
India,  tank  irrigation  generally  failed.     Moreover,  even  were  it 
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physically  possible  to  apply  irrigation  to  all  the  cheap  millet 
crops  now  grown  upon  the  uplands  of  Madras,  the  expense  of 
their  cnltiyation  by  that  means  would  render  them  quite  un- 
purchasable  by  the  classes  who  at  present  derive  from  them 
their  chief  means  of  subsistence.  The  difficulties  and  disasters 
of  the  recent  famine  have  been  greatest  in  Madras.  But 
Madras  is,  taken  as  a  whole,  the  best  irrigated  part  of  India. 
Out  of  a  total  area  of  22,000,000  acres  under  cultivation,  that 
Presidency  has  some  4,000,000  acres  artificially  irrigated  ;  and 
it«  entire  irrigation  system  is  supervised  by  professional  officers 
who,  in  their  own  line,  are  unsurpassed.  One  part  of  the 
irrigation  system  of  Madras  is  supplied  by  the  permanent 
rivers ;  and  of  these  the  number  is  limited.  All  the  rest  of  it 
is  derived  from  the  local  rivers  and  storage  tanks  which  are 
scattered  in  profusion  over  the  whole  Presidency.  Now,  the  ex- 
perience of  the  present  year  has  proved  that  the  latter  source 
of  supply  is  only  one  degree  less  dependent  on  the  normal  rain- 
fall than  are  the  dry  crops  of  the  unirrigated  districts.  If, 
therefore,  we  are  to  insure  Madras  against  future  femines  by 
largely  increasing  its  present  water  supply,  it  is  exclusively  upon 
the  permanent  rivers  that  we  must  reckon  for  our  attainment 
of  that  object.  Assume  (and  from  all  the  inquiries  I  have  yet 
been  able  to  make  this  is  the  most  I  feel  justified  in  assuming) 
that  the  waters  of  the  permanent  rivers  might  be  so  employed 
as  to  irrigate  another  half  million  of  acres :  what  effect  would 
the  produce  of  half  a  million  of  acres  have  had  towards  prevent- 
ing the  famine  in  Madras  ?  It  would  not  represent  one-third  of 
what  the  railways  alone  have  carried  down  from  Northern  India, 
and  it  is  about  equal  to  what  was  landed  by  sea  during  only  two 
and  a  half  months  out  of  the  twelve  through  which  this  famine 
has  lasted.  So  far,  then,  as  it  was  possible  to  render  irrigation 
a  protection  against  famine  in  a  second  year  of  drought,  Madras 
has  received,  within  a  narrow  margin  of  some  20  per  cent.,  all 
the  benefit  which  the  nature  of  the  case  and  circumstances  of 
the  country  permitted,  and  yet  Madras  has  this  year  suffered 
from  a  worse  famine  than  has  afflicted  any  province  of  India 
during  the  present  century.  In  view  of  such  facts  as  these,  we 
cannot  safely  lay  down  any  fixed  rule  for  universal  application. 
Whether  the  value  of  increased  produce  will,  in  any  particular 
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case,  be  sufficient  to  justify  the  requisite  outlay  of  capital  on 
providing  irrigation ;  whether  the  necessarily  limited  amount  of 
capital  available  for  works  of  imiH-ovement  is  best  applied  to 
irrigation  works ;  or,  again,  whether  the  physical  conditioof  of 
the  locality  will  practically  admit  of  irrigation  at  all — to  these 
and  many  similar  questions  no  general  answer  can  be  giyen. 
Each  case  must  be  decided  in  reference  to  its  own  merits,  and 
on  a  careful  review  of  many  conflicting  considerations. 

*  But,  though  I  feel  that,  for  all  these  reasons,  we  most  be 
constantly  on  our  guard  against  premature  generalisations  and 
impulsive  action  in  such  matters,  I  am  none  the  less  moet  fuDy 
persuaded  that,  next  to  the  facilitation  of  transport,  ourgreateit 
safeguard  against  future  famine  will  be  found  in  a  weU-coiH 
sidered  and  widely  developed  system  of  irrigation  works.  The 
surplus  produce  of  industry  is  the  foundation  of  national  wealtli : 
and  irrigation  is  the  most  certain  means  of  improving  and  ex- 
tending agricultural  industry.  It  enables  the  cultivator  to 
accumulate  produce  ;  and,  if  combined  with  navigation,  it  also 
enables  him  to  transport  produce. 

*  Every  country  which  produces  only  just  enough  for  its  awn 
consumption  is  a  poor  country.  So  is  every  country  which  auK 
not  exi)ort  its  8uri)lus  produce,  and  exchange  it  for  other  com- 
modities. Therefore,  admitting  even  that  in  many  i>arts  of  Indii 
irrigation  cannot  appreciably  augment  the  local  food-supply,  it 
by  no  means  follows  that  irrigjition  cannot  largely  augment  the 
wealth  of  the  whole  community ;  for  if  this  Empire  be  ade- 
quately provided  with  the  means  of  transport,  it  is  not  so  much 
by  increasing  the  actual  food-supply  of  the  people  as  by  helping 
to  create  other  and  different  produce,  not  requirt»d  for  the  con- 
sumption of  the  i>eoi)le,  and  possibly  not  even  adapted  for  such 
consumption,  that  extensive  irrigation  will  promote  the  social 
and  financial  prosperity  of  India.  It  is  only  by  the  gradual  and 
continued  improvement  of  their  material  condition  that  the 
pe<)[)le  of  this  country  can  permanc^ntly  escape  the  calamities 
they  now  suffer  from  the  uncertainty  of  the  seasons. 

*  To  l<Hik  to  irrigation  works  as  a  panacea  for  our  misfortune* 
would  be  to  trust  to  an  illusion ;  to  hesitate  to  nH*ogni«e 
them  as  among  the  most  certain  of  our  means  of  prote<-tion 
would  be  to  reject  the  irrefutable  evidence  of  prolonged  ex- 
perience. 
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^  A  memorandum  has  been  placed  in  my  hands  showing  from 
he  latest  returns  of  the  actual  operation  of  the  irrigation  works 
n  the  North- Western  Provinces  that  the  whole  area  now 
rrigated  by  them  is  about  1,500,000  acres,  which,  under 
:>ressure,  might  be  extended  to  1,600,000  acres,  producing 
respectively  775,000  or  800,000  tons  of  grain,  and  providing 
food  for  eight  months  for  six  million  to  six  and  a  half  million 
persons.  The  progress  of  these  works  will  add  half  a  milUon 
>f  acres  ;  and  this  addition  would  yield  one  quarter  of  a  million 
tons  of  food,  and  feed  for  eight  months  two  millions  of  people. 
rhus  these  works  will  secure  the  food  for  the  period  named  of 
[)etween  eight  and  nine  miUions  of  persons. 

*  I  conclude,  then,  that  we  shall  be  certainly  right  in  carrying 
>ut  irrigation  works  wherever  the  water-supply  is  both  suflficient 
ind  constant,  and  wherever  the  material  diflSculties  to  be  over- 
come do  not  involve  an  outlay  that  interposes  insurmountable 
financial  obstacles ;  so  long  of  course  as  due  attention  be,  at  the 
same  time,  given  to  the  means  of  conmiimication.  But  we  can- 
not, and  do  not,  undertake  to  provide  irrigation  gratuitously 
to  those  for  whose  special  benefit  it  is  required.  We  cannot 
ifford  to  apply  to  new  irrigation  works  the  financial  policy 
which  has  hitherto  rendered  so  costly,  and  so  unremunerative, 
the  works  of  that  kind  which  are  already  constructed.  Here, 
igain,  we  can  only  proceed  in  strict  accordance  with  the  prin- 
nple  of  provincial  responsibility  and  self-support.  As  the  only 
funds  at  the  command  of  the  Government  for  irrigation  works 
ire  derived  from  the  country  itself,  the  cost  of  such  works  must 
"all  to  a  great  extent  upon  those  who  derive  from  them  imme- 
liate  benefit.  I  repeat  that  it  is  on  the  co-operation  of  the 
»vhoIe  community  we  reckon  for  the  means  of  securing  the 
«rhole  community  against  the  worst  consequences  of  periodical 
scarcity.  But  it  is  to  the  local  Governments  that  we  look  for 
:he  execution  of  local  works  of  a  preventive  character  ;  and  it 
is  upon  local  resources  that  we  must  depend  for  the  ultimate 
jup[)ly  of  the  funds  necessary  to  provide  and  maintain  such 
b^orks.  I  am  aware  that  there  are  already  some  parts  of  India 
whose  exclusively  local  interests  are  practically  secured  by  the 
bounty  of  nature,  or  the  industry  of  man,  from  the  direct 
I •  fleets  of  famine.     In  the  nature  of  things  the  population  of 
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those  paiticular  localities  may,  and  probably  do,  derive  some 
immediate  advantage  from  the  periods  of  scarcity  which  so 
fearfully  affict  their  fellow-subjects  in  other  provinces.  But 
it  would  be  an  insult  to  suppose  that  their  fortunate  exemption 
from  the  perils  and  suflFerings  common  to  the  rest  of  the  com- 
mimity  can  furnish  any  argument  they  would  stoop  to  urge  in 
favour  of  exempting  them  from  their  fair  participation  in  the 
support  of  any  general  burden  imposed  for  the  protection  of  the 
whole  community  from  such  suflFerings  and  perils.  ^Tiilst, 
therefore,  I  do  not  doubt  that  the  chief  cost  of  protective  works 
ought  to  be  borne  by  those  who  most  need  them,  and  will 
chiefly  benefit  by  them,  I  must  maintain  that  no  province  of 
the  Empire,  and  no  class  of  the  community,  can  be  legitimately 
relieved  of  the  national  obligation  to  contribute  to  the  means 
required  for  the  construction  of  such  works. 

*  And  here  I  would  ask  the  Council  to  listen  to  the  testimony 
of  my  honourable  friend  the  Lieutenant-Governor  of  Bengal, 
who,  speaking  of  the  measures  he  contemplated  last  spring  for 
dealing  with  irrigation  works  in  the  province  he  so  ably  admin- 
isters, observed  that — 

* "  During  the  last  five  years  the  Government  of  India  has 
spent  nearly  20  crores  of  rupees  in  alleviating  famines  caused 
by  deficient  water-supply.  When  I  say  that  the  Government 
of  India  has  8i)ent  this  money,  you  will  understand  that  this  ex- 
penditure hixs  fallen,  not  upon  the  Viceroy  and  the  Council,  but 
upon  the  i)eople ;  and  that,  if  the  necessity  of  exj)ending  their 
money  had  not  been  forced  ui^n  the  Goveniment,  the  taxati<^n 
of  the  people  would  have  been  diminished  to  this  extent.  Now, 
the  only  way  of  averting  famines  arising  from  drought  is  to 
make  the  greatest  use  which  science  and  experience  can  sug- 
gest of  the  supply  of  water  which  fortunately  nature  has  given 
us  in  Hehar.  .  .  .  This,  of  course,  cannot  b<*  done  without  the 
exi)enditure  of  money  ;  and  the  question  is  who,  in  fairness  and 
justice,  should  find  this  money. 

*"  After  very  careful  consideration,  I  come  to  the  conclusion 
that,  as  the  whole  of  the  j)rovince  of  Bt^ngal  suffertKl  when  there 
were  such  faniint^s  as  have  cx^currfd  of  late  v<*ars  in  Orissa  and 
Hehar,  it  was  fair  that  a  large  i)roj)(>rtinn  of  the  cost  should  he 
l)orne  by  a  tax  laid  uinm  the  public  at  large.     15ut  it  also  seem«-d 
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y  me  fiur,  and  I  believe  you  will  agree  with  me  if  you  will  give 
be  subject  your  unprejudiced  consideration,  that  a  share  of  the 
ost  should  fidl  on  the  people  who  directly  benefit  by  the  intro- 
uction  of  water  to  the  neighbourhood  of  their  fields,  and  are 
bus  assured  of  a  good  crop  at  all  seasons,  instead  of  being  ex* 
osed  to  the  risk  every  few  years  of  absolute  failure.  When  I 
roposed  this,  I  was  told  that  the  people  did  not  want  water ; 
bat  they  would  sooner  be  left  alone  to  bear  the  risk  of  &mine ; 
nd  I  was  even  told  that  the  water  of  the  Sone  was  destructive 
0  fields.  Shortly  aft^r  this  discussion  took  place,  the  periodical 
uns  were  suspended,  and  then  we  had  practical  proof  as  to 
rhether  or  not  the  Sone  water  was  considered  injurious  or  pre- 
iidicial.  The  people  clamoured  for  water,  and  to  meet  this 
emand  we  were  forced  to  open  our  unfinished  canals,  by  means 
f  which  we  have  irrigated,  during  the  last  few  months,  200,000 
ores  of  land,  which  would  otherwise  have  remained  waste  for 
be  year,  but  which  are  now  covered  with  luxuriant  crops.  The 
roduce  of  this  land  represents  food  grain  of  the  value  of  55 
ikhs  of  rupees,  550,000?.,  and  of  this  crops  to  the  value  of  40 
ikhs,  400,000?.,  certainly  would  have  been  entirely  lost  if  it 
ad  not  been  for  the  supply  of  canal  water ;  but  it  also  repre- 
ents  the  rent  of  the  land,  of  which  the  landholder  would  have 
een  otherwise  deprived ;  and  to  this  must  be  added  the  outlay 
hich  would  fall  on  him  if  he  had  again  to  give  relief  to  his 
?nantry  in  consequence  of  famine." 

*  To  sum  up,  then :  the  Government  of  India  is  convinced, 
pon  a  careful  review  of  its  financial  position  and  prospects,  that 
be  heavy  obligations  im loosed  upon  it  by  the  calamitous  cir- 
umstances  of  recent  years  can  only  be  discharged,  without 
?rious  risk  to  its  financial  stability,  by  a  strict  and  patient 
dherence  to  the  principle  affirmed  in  the  financial  measures 
e  introduced  last  year,  and  developed  in  those  which  are  now 
efore  the  Council.  That  principle  involves  the  enlargement, 
ith  adequate  precautions,  of  the  financial,  and  consequently 
Iso  of  the  administrative,  powers  and  responsibilities  of  the 
)cal  Governments.  In  the  next  place,  we  believe  that,  if  this 
rincii)le  be  fairly  carried  into  effect,  the  new  imposts,  which 
le  Council  is  now  asked  to  sjinction,  will,  when  added  to  the 
jisources   already  created,  provide   the    State  with    sufficient 
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meanR  for  the  permanent  maintenance  of  a  national  insurance 
against  famine,  without  heavily  increasing  the  pecuniary  burdens 
of  its  subjects.  For  the  attainment  of  this  object  the  material 
appliances  we  intend  to  promote,  by  means  of  additional 
revenue,  are  cheap  railroads  and  extended  irrigation  works. 
We  are  conscious  of  the  reproach  we  should  justly  incur  if,  after 
such  a  declaration  as  I  have  now  made,  the  prosecution  of  these 
necessary  works  was  commenced,  suspended,  or  relinquished  ac- 
cording to  the  increased  or  relaxed  pressure  of  annual  circum- 
stance, or  the  intermittent  activity  of  spasmodic  effort.  We 
therefore  propose  to  entrust,  in  the  first  instance,  to  the  local 
Governments  the  duty  of  framing  a  sufiicient  and  carefully  con- 
Bidered  scheme  of  local  railroad  and  irrigation  works.  We  are 
prepared  to  provide  them  with  the  means  whereby  they  may 
from  year  to  year  work  systematically  forwards  and  upwards  to 
the  completion  of  such  a  scheme.  The  funds  raised  for  this 
purjwse  will  be  locally  applied.  But  provincial  Governments 
will  have  to  meet  the  cost  of  provincial  &mines  out  of  provincial 
funds  to  the  fullest  extent  those  funds  can  bear.  They  will 
find  that  thriftless  expenditure  in  one  year  may  involve  the 
risk  of  diminished  allotments  in  subsequent  years ;  and  I  cannot 
doubt  that  the  unavoidable  recognition  of  this  feet  will  make 
them  wisely  eager  to  spend  the  requisite  proi)ortion  of  their 
annual  income  upon  well-planned  and  carefully  estimated  rail- 
way and  irrigation  works,  which  will  be  their  best  insurance 
against  the  losses  of  famine,  and  the  p08ti>onement  of  all  ad- 
ministrative progress  which  famine  generally  entails.  It  will  be 
the  special  duty  of  the  Public  Works  Deiwirtment  of  the  Govern- 
ment to  keep  those  objects  constantly  in  view  of  the  local 
Governments,  and  to  assist  them,  no  less  constantly,  in  their 
endeavours  to  give  a  rational  preference  to  really  useful  and  re- 
munerative works,  over  those  more  captivating,  but  less  com- 
j>en8ating,  subjects  of  expenditure  which,  in  all  com]>aratively 
small  communities,  so  i)owerfnlly  a]>i)eal  to  provincial  pride, 
professional  proclivities,  or  j)opular  pleasure. 

*  The  specific  projects  now  announced  to  this  Council  I  have 
not  presumed  to  jmt  forwanl  as  the  enunciation  of  any  new 
poliry.  On  the  contrary,  I  should  have  8|K)ken  with  much  more 
hesitation  if  1  imagined  myself  to  be  trrading  ui>on  ground  n«»t 


PROVISION  MADE   FOR  CARRTIXG   OUT  PROMTSES.     183 

long  since  sorveyed  by  experienced  authorities;  and  the 
strongest  recommendation  I  can  claim  for  the  views  I  have  ex- 
pressed is  that  they  differ  in  no  important  particular  from  those 
of  the  eminent  statesmen  who  have  preceded  me  in  the  office  I 
now  hold.  But  between  the  present  and  all  previous  occasions 
on  which  the  Government  of  India  has  declared  its  policy  and 
principles  in  reference  to  the  prevention  of  &mine,  there  is  one 
essential  difference  which  I  am  anxious  to  impress  upon  your 
attention.  We  have  been  told  over  and  over  again  by  the 
highest  authorities  that  India  is  to  be  insured  against  famine 
in  this  way  or  in  that ;  but  when  &mines  come  upon  us  we  find 
that  the  promised  way  is  still  wanting.  The  current  claims  upon 
the  activities  and  resources  of  the  Government  of  India  are  so 
numerous,  so  pressing,  so  important,  official  forces  and  imperial 
funds  so  necessarily  limited,  that  when  once  the  daily,  hourly 
strain  of  a  great  £eunine  has  been  removed  from  a  wearied 
administration  and  impoverished  treasury,  its  fearful  warnings 
are  soon  forgotten. 

*  Well,  then,  I  think  I  am  entitled  to  point  out  to  the  Council 
that  we  are  not  now  £ur]y  open  to  this  customary  criticism. 
We  do  not  speak  without  having  acted;  and  we  promise 
nothing  which  we  have  not,  after  long  and  anxious  consideration, 
provided  ourselves  with  the  means  of  performing.  I  must 
have  very  imperfectly  explained  myself  thus  far,  if  I  have  failed 
to  make  it  clearly  understood  that  I  am  not  now  speaking  of 
what  we  ought  to  do,  or  would  do,  to  insure  this  country  against 
the  worst  effects  of  future  famine,  had  we  only  the  means  of 
doing  it ;  but  of  what  we  can  do,  and  will  do,  with  the  means 
already  provided  for  in  the  measures  now  before  the  Council. 
I  do  not  mean  to  say  that  the  construction  of  such  an  extensive 
system  of  local  railroads  and  irrigation  works  as  we  proi>ose  to 
undertake  will  not  be  the  gradual  task  of  many  years.  But  I 
do  mean  to  say  that,  in  the  manner  and  on  the  principles 
already  explained,  we  are  now  providing  for  the  prompt  com- 
mencement, and  uninterrupted  continuation,  of  this  great  and 
necessary  task.  We  are  systematising  a  policy  the  principles 
of  which  have  been  repeatedly  a[)proved  and  proclaimed  by  our 
predecessors.  We  are  associating  with  it  the  interests,  the 
powers  and  the  duties  of  our  local  administrations.     We  are 
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providing  them  with  the  means  of  permanently  prosecuting  and 
developing  it,  not  without  reference  to  our  financial  control, 
but  exempt  fix>m  the  distressing  uncertainty  which  has  hitherto 
been  inseparable  from  the  practical  execution  of  this  i^licy,  in 
consequence  of  the  obligation  which  till  now  has  rested  on  the 
Government  of  India,  with  the  very  limited  funds  at  its  dis]iostal 
for  the  prosecution  of  public  works,  to  choose,  fix>m  year  to 
year,  between  the  conflicting  claims  u[x>n  its  purse  of  the  \-ariou9 
and  dissimilar  localities  of  this  spacious  empire.  If  you  look 
back  over  a  wider  and  a  longer  tract  of  experience  than  that 
which  is  covered  by  the  history  of  India,  if  you  embrace  in  one 
view  our  own  history  with  the  past  history  of  other  countries  in 
other  climates,  you  will  find  that  the  principles  on  which  we  have 
lately  acted,  and  on  which  I  trust  we  shall  continue  to  act,  in 
dealing  with  seasons  of  calamitous  drought,  have  been  found 
no  less  applicable,  no  less  efficient,  in  other  countries  similarly 
affected,  than  they  have  proved  to  be  in  this  country,  wherever 
they  have  been  intelligently  imderstood  and  loyally  carried  out* 
There  is,  I  venture  to  think,  no  more  striking  illustration  of 
this  truth  than  the  history  of  the  scarcity  that  occurred  in 
Central  France  during  the  year  1770-71.  That  great  states- 
man, Turgot,  was  then  Minister.  His  administrative  ability 
was  equalled  by  his  philosophical  ix)wer  of  thought ;  and, 
fighting  with  difficulties  in  many  respects  almost  identical  with 
those  which  we  ourselves  have  lately  had  to  deal  with — difti- 
culti(?8  partly  material,  but  greatly  aggravated  by  the  prevalence 
of  extremely  errone^ous  economical  conceptions — Turgot  con- 
ceived, develoi>ed,  and,  in  the  face  of  great  opjwgition,  carried 
into  effect,  views  no  less  identical  with  those  which  have  guided 
our  own  Jiction,  as  to  the  essential  imi)ort;ince  of  guarding  the 
perfect  freedom  of  inland  trade  in  grain,  of  improving  the  in- 
ternal communications  of  the  country,  and  of  providing  relief 
works  of  pennanent  utility  ui>on  which  to  employ  the  suffering 
IM)pulation.  Here,  to-<lay,  in  India,  those  views  are  as  wmnd, 
and  as  applicable,  as  they  were  in  the  Limousin  a  century  a^o. 
If,  (hen,  from  the*  past  we  lcx)k  forward  into  the  future,  why, 
let  me  ask,  may  we  not  hope  that,  under  improved  conditi<»ns 
of  administration,  and  with  incn\'ised  development  of  thoise 
material  appliances  which  civilisation  creates   for  the  provision 
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of  national  wealth,  India  will  erentmUi*  enjoj  as  oxap!ete  an 
immnnit J  from  the  wor?t  icsnlts  of  jearatj  as  thaz  wJiioh  cvw 
exists  throngboot  those  legioof  of  Fiance  where  hut  a  oentciry 
ago  sQch  a  result  might  have  seemed  as  difficult  of  artafumvut 
as  it  now  appears  to  be  in  man  v  of  our  own  provinces  ?  * 


It  was  the  confident  hope  of  Lord  Lytton  that  he 
would  soon  see  the  rapid  fulfilment  of  these  plans. 
Their  execution,  which  the  imperative  requiremenis 
of  humanity  prescribed,  not  only  involved  no  financial 
rbk,  but  was  certain  to  prove  financially  sound  and 
prudent  and  profitable.  Notwithstanding  mistake?* 
which  after  all  have  not  been  numerous,  and  which 
in  transactions  of  such  magnitude  it  was  impossible 
altogether  to  avoid,  the  policy  by  which,  for  many 
years  past,  we  have  been  constructing  railways  and 
canals  in  India  was  wise  and  statesmanlike  in  its 
conception,  and  its  practical  results  have,  as  already 
shown,  been  triumphantly  successful.  The  wealth  of 
the  country,  and  the  prosperity  and  happiness  of  its 
people,  have  been  increased  by  it  to  an  extraor- 
dinary extent ;  the  consequent  gain  to  the  country  and 
to  the  public  finances  has  been  immense,  and  is  not 
to  be  measured  by  figures  showing  only  the  diroi't 
returns  fi-oni  the  works  which  have  been  constructed. 
There  are  no  drawbacks,  and  no  disadvantages  which 
deserve  to  be  weighed  for  one  moment  against  the  bene- 
fits which  have  been  derived.  It  is  certain  that  limits 
can  hardly  be  assigned  to  the  increase  in  wealth  and 
prosperity  which  it  is  in  our  power  to  bestow  u|)on  India 
by  the  construction  of  works  of  material  iniprovemcnt. 
The  exercise  of  careful  judgment  and  of  all  ])()ssihlo 
caution  are  of  course  essential;  but  if  these  conditions 
be  duly  observed,  the  boldest  policy  will  be  financially 
the  safest.     Other  counsels,  however,  have  temporarily 
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prevailed.  Lord  Lytton  was  prevented  from  ftiUy 
executing  the  plans  which  have  been  described ;  he 
was  compelled,  by  orders  from  the  Secretary  of  State, 
largely  to  reduce  the  expenditure  which,  for  many 
years  past,  the  Government  of  India  had  incurred  on 
works  of  necessary  improvement,  and  to  leave  unex- 
ecuted measures  by  which  he  had  hoped  to  facilitate 
their  more  rapid  progress. 

Similar  partial  failure  attended  other  efforts  of  Lord 
Lytton's  Government  to  supply  protection  to  the 
country. 

The  arrangements  described  in  the  last  chapter 
were  intended  to  secure  a  surplus  revenue,  to  the 
average  amount  of  1,500,000/.  a  year,  which  should 
be  applied  either  directly  to  the  actual  relief  of 
famine,  or  to  the  reduction  or  prevention  of  debt; 
and  this  amount,  or  any  part  of  it,  might  be  in- 
vested in  the  construction  of  productive  works,  likely 
to  produce  an  income  equal  to  the  interest  of  the 
capital  spent  on  them. 

But  it  was  apparent  that,  under  the  strict  rules  laid 
down  for  the  appUcation  of  borrowed  funds,  no  facilities 
existed  for  meeting  a  very  important  class  of  cases,  in 
which,  although  it  is  obviously  necessary  to  construct 
certain  works  for  the  prevention  of  famine,  it  cannot 
be  assumed  that  they  will  be  so  directly  remunerative 
as  to  yield  a  net  income  equal  to  the  interest  on  the 
capital  expended  on  them.  The  question  therefore 
arose  how  to  provide  means  for  tlie  construction  of 
tliis  class  of  works,  called  for  the  sake  of  distinction 
protective,  when  the  required  expenditure  was  too 
large  to  be  met  from  ordinary  income. 

The  province  of  Bandelkhand  supplies  an  illustra- 
tion.    It  suflbrs  frequently  from  serious  drought,  and 


is  peculiarly  exposed  to  fiuhire  of  the  periodical  nii» 
and  consequent  Buniiie.  It  is  cut  off  from  the  e^dsting 
railway  system,  and  its  means  of  communication 
are  very  imperfect.  Designs  for  irrigation  works  and 
for  cheap  railways  had  been  completed,  which  would 
render  the  province  secure  against  serious  danger,  and 
would  make  its  reUef  in  case  of  necessitv  easv.  But  the 
country  being  naturally  poor,  it  could  not  confidently  Iv 
said  that  the  direct  money  return  firom  these  works 
would  cover  the  interest  of  the  capital  expended  on  their 
construction.  It  might,  perhaps,  for  a  good  many  years 
cover  only  half  of  it,  and  leave,  say  20,000/.  or  30,000/. 
a  year  unprovided  for.  Under  the  existing  rules  these 
works  could  not  be  undertaken,  except  from  the  ordinary 
revenues,  and,  in  the  absence  of  funds  from  this  source, 
Bandelkhand  was  left  exposed  to  the  dangers  of  famine. 
The  first  suggestion  for  dealing  with  such  cases 
was  that  these  protective  works  might  properly  be 
constructed  from  the  famine  insurance  surplus,  which 
would  be  reduced  to  a  corresponding  extent.  But, 
although  this  plan  had  been  proposed  by  the  Secretary 
of  State,  the  Government  of  India  considered  tliat  it 
was  not  admissible.  '  It  is  essential,'  they  wrote  to  the 
Secretary  of  State,^  '  that  the  limited  amount  of  that 
surplus  should  not  be  trenched  upon  to  an  extent  that 
will  frustrate  the  main  object  of  its  creation,  nanu»ly, 
the  prevention  of  any  permanent  increase  of  the  publio 
debt  by  reason  of  the  public  expenditure  upon  faminos. 
If  the  assumption  be  true  upon  which  our  rcjcont 
measures  were  founded,  namely,  that  1,500,000/.  8t(?rliiig 
is  the  amount  which  it  is  necessary  to  secure  as  a  yearly 
surplus  to  provide  for  the  cost  of  counteracting  famines, 

'  Deiopatch  from  GoTernmeDt  of  India  to  Secretary   of  Htat^',  dh^mi 
September  16, 1878. 
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it  is  plain  that,  if  unremunerative  works  were  carried 
out  under  conditions  which  caused  a  reduction  of  that 
surplus  beyond  a  certain  limit,  additional  taxation  would 
be  eventually  required  to  make  good  the  loss.  This 
result  could  only  be  avoided  if  the  works  were  found  so 
useful  as,  when  famine  occurred,  to  cause  a  diminution 
of  the  expenditure  which  must  otherwise  have  been  in- 
curred for  purposes  of  reUef,  suflScient  to  compensate 
for  the  cost  of  the  construction  and  maintenance  of  tlie 
works  at  other  times.' 

The  suggestion  that  the  supply  of  funds  from  the 
famine  surplus  for  the  construction  of  protective  works 
may  be  justified  by  such  an  expectation  as  that  just 
referred  to  should  be  received  with  much  hesitation. 
The  true  object  of  these  works  is  to  give  increased 
security  against  the  greatest  dangers  that  arise  in  ex- 
treme drought,  to  supply  the  means  of  saving  life  and 
of  averting  suffering  and  misery,  rather  than  to  cause 
an  eventual  reduction  in  tlie  cost  of  famine  relief. 
Experience  indicates  no  valid  ground  for  h()j)ing  for  any 
important  diminuticm  of  the  ])urden  of  such  relief.  ( h\ 
tlie  contrary,  the  pro])abilities  of  the  future,  within 
any  period  to  which  for  practical  purposes  we  can 
now  look  forward,  assuredly  are  in  the  direction  of  a 
constantly  growing  demand  for  a  more  bountiful 
administration,  and  of  increased  efficiency  rather  than 
for  reduced  cost.  In  short,  no  reduction  of  any  insur- 
ance fund  against  future  liabilities  could  be  ])rudenily 
accej)ted  on  grounds  suc*h  as  those  just  noticed. 

Further,  one  of  the  most  essential  cimditioiH  to 
be  observed  in  the  constructi(m  of  great  public  works  is 
that,  when  they  have  been  commenced,  they  should  Iv 
carried  on  to  completion  without  interruj)ti()n,  at  a  cer- 
tain and  steady  rute  of  expenditure;    the    neglect   of 
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this  condition  has  notoriously  been  abeady  a  fruitful 
cause  of  wasteful  expenditure  in  India :  and  consequently 
if  the  construction  of  protective  works  depended  on 
the  possession  of  a  sufficient  surplus,  there  could  be 
no  certainty  that  they  would  go  on  uninterruptedly  for 
a  single  year,  for  their  progress  might  at  any  time  be 
disturbed  by  famine,  or  war,  or  other  causes. 

For  such  reasons,  to  which  no  reply  can  be  given, 
the  Government  of  India  rejected  the  proposal  to  provide 
from  the  famine  special  surplus  the  capital  required  for 
protective  works  demanding  a  large  expenditure,  or  in 
other  words  to  provide  the  money  from  ordinary 
revenues,  making  an  equivalent  reduction  from  the 
surplus  of  1,500,000/. 

Lord  Lytton's  Government  considered  that  there  was 
only  one  way  in  which  these  works  could  be  made  with 
the  speed  which  the  necessity  of  protecting  the  country 
against  famine  required,  and  at  the  same  time  without 
financial  risk.  In  any  case,  they  said,  in  which  it  would 
be  justifiable  in  principle,  although  not  expedient  iu 
practice,  to  diminish  our  annual  famine  insurance 
surplus,  with  the  object  of  defraying  the  capital  ex- 
penditure on  protective  works,  it  would  be  unobjection- 
able to  apply  a  portion  of  that  surplus  in  payment 
of  interest  on  the  capital  required.  It  was  therefore 
proposed  to  allow,  in  case  of  necessity,  money  to  be 
borrowed  for  these  works,  subject  to  the  condition  that 
the  net  charge  for  the  interest  on  their  capital  cost,  and 
for  their  maintenance,  after  setting  ofi*  tlie  income  yielded 
by  them,  should  not  exceed  a  specific  maximum  amount, 
to  be  provided  from  the  ordinary  standard  surplus.  Tlie 
amount  of  the  Uability  thus  admitted  might  be  altered, 
from  time  to  time,  as  experience  was  gained ;  ])ut  to  l)e  on 
the  safe  side,  it  was  proposed,  in  tlie  first  instance,  to  fix  at 
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250,000/.  the  sum  by  wliich  the  yearly  cliarge  for  inte- 
rest and  maintenance  might  exceed  the  net  revenue 
from  the  works.  It  was  believed  that  the  annual  surplus 
of  1,500,000/.,  reserved  for  famine,  might  safely  be  re- 
duced by  this  amount,  not  only  because  tlie  construction 
of  these  works  would  reduce  the  ultimate  liability  for 
the  relief  of  famines  when  they  occur,  but  because,  as 
the  inquiries  of  the  Famine  Commission  have  since 
more  decidedly  shown,  there  is  reason  to  think  that,  in 
originally  determining  the  standard  amount  of  that  sur- 
plus, it  was  fixed  at  a  sum  somewhat  higher  than  was 
really  essential. 

This  sum  of  250,000/.,  to  be  annually  expended  in 
paying  interest  on  fresh  capital  for  protective  works, 
would  have  been  distributed  between  the  Local  Govern- 
ments according  to  the  urgency  of  their  wants  ;  and  as 
soon  as  the  quota  of  any  province  became  exhausted, 
the  further  capital  outlay  in  that  province  would  have 
been  suspended  until  tlie  growing  income  from  the 
provincial  works  as  a  whole,  or,  under  certain  condi- 
tions, from  other  sources  of  provincial  income,  again 
relieved  the  provincial  revenues  and  supplied  a  surplus. 
Even  if  the  works  should  produce  no  net  income  at 
all,  and  should  merely  cover  their  working  expenses — 
a  supposition  so  improbable  that  it  does  not  really 
deserve  to  be  considered — a  capital  sum  of  about 
6,000,000/.  niiglit,  under  this  plan,  be  gradually  ex- 
pended, and  such  a  sum  would  go  far  towards  providing 
tlie  protective  works  most  urgently  required.  But,  in 
fact,  the  growing  income  would,  without  the  least  doubt, 
rapidly  provide  the  means  of  extending  the  capital  ex- 
])enditure,  while,  as  already  said,  the  gain  to  the  coun- 
try from  the  inii)rovement  of  its  counnunications  would 
far  outweigh  any  dcliciency  in   the  direct   return  from 
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the  works.  The  adoption  of  this  plan  would  create 
no  fresh  ultimate  obligation  beyond  what  has  already 
been  accepted  ;  the  interest  payment  would  be  nothing 
more  than  an  indirect  contribution  of  the  capital  itself, 
and  no  greater  risk  would  be  incurred  than  if  the 
capital  had  been  directly  supplied  from  surplus  revenue. 
These  proposals  were  not  sanctioned  by  the  Secre- 
tary of  State.  Not  being  able  to  appreciate  the  force 
of  his  reasons  for  this,  and  wishing  not  to  misrepresent 
them,  I  quote  his  orders  on  the  subject  in  extenso : — 

^  I  have  given  a  most  carefid  consideration  to  this  important 
question,  and  regret  that  I  am  unable  to  give  my  consent  to  the 
modification  proposed.  •  .  .  The  events  of  the  last  few  months, 
and  their  effect  on  our  financial  position,  have  compelled  me  to 
reconsider  the  question  of  public  works  expenditure  ;  and  I  pro- 
pose to  address  your  Excellency  in  another  despatch  on  this 
subject.     In  the  meantime,  however,  I  deem  it  necessary  to  ex- 
press the  opinion  that  the  present  condition  of  the  finances  does 
not  justify  any  loan  for  outlay  on  protective  works,  or  any  ex- 
penditure on  them  beyond  what  may  be  met  from  the  receipts 
firom  the  special  taxation  recently  imposed.     The  first  claim  on 
those  receipts  being  that  of  the  Home  Government  for  the  re- 
payment of  debt  already  incurred  on  account  of  famine,  I  am  of 
opinion  that  not  less  than  one-half,  or,  say,  750,o60Z.,  should  be 
held  available  for  remittance  to  England  in  the  next  ensuing 
years  on  that  account.     The  remainder  may  be  appropriated,  at 
your  discretion,  to  the  extinction  of  debt,  to  the  relief  of  famine, 
or  to  the  construction  of  protective  works,  not  necessarily  re- 
munerative, but  obviously  productive  in  the  sense  of  guarding 
against  a  probable  future  outlay  in  the  relief  of  the  population. 
I  cannot,  however,  under  present  circumstances,  sanction  the 
raising  of  capital  by  loan  for  the  construction  of  works  which  do 
not  distinctly  fall  under  the  regulations  laid  down  for  productive 
public  works.' 

It  must  be  understood  that  the  proposals  of  Lord 
Lyttuii's  Government  were  made  on  the  assumption  that 
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the  regulations  referred  to  in  the  last  words  of  this  quo- 
tation would  be  maintained,  and  that  it  was  useless  to 
advise  their  alteration.  So  long  as  this  assumption 
remained  true,  no  other  satisfactory  means  of  providing 
the  funds  required  for  protective  works  could  be 
suggested.  But  a  far  better  solution  of  the  difficulty 
would  have  been  found  in  the  abandonment  of  the 
system  under  which  the  assignment  of  borrowed  funds 
for  the  construction  of  irrigation  works  and  railways 
was  made  to  depend  solely  on  the  immediate  financial 
prospects  of  each  individual  undertaking.  It  would  l)e 
a  much  more  reasonable  and  beneficial  plan,  and  one 
attended  with  no  financial  risk  whatever,  as  has  been 
shown  in  Chapter  VIE.  of  this  work,  to  revert  to  the 
principles  originally  laid  down  in  the  time  of  Ixird 
Lawrence  and  Lord  Mayo,  and  to  regulate  the  ex{)endi- 
ture  of  borrowed  money  on  great  public  works  of  im- 
provement on  the  broader  considerations,  of  what  are 
tlie  true  requirements  of  the  country,  and  wliat  tlio 
amount  which  can  wisely  be  contributed  from  the  goiKTal 
revenues  in  piiynient  of  interest  on  capital  laid  out  fnr 
such  purposes.  Under  such  a  system  there  would  be 
an  end  to  the  misleading  and  really  meaningless  distinr- 
tions  now  drawn  between  productive  and  protortivo 
works,  to  the  arbitrary  lines  laid  down  for  determiniiiL' 
what  are  and  what  are  not  remunerative  works,  and  t«» 
the  artifi(*ial  and  inconvenient  complications  in  tlio 
accounts  which  are  now  growing  up  as  a  result  of  these 
distinctions,  and  which  can  only  tend  to  make  the  fa<t:s 
unintelligible  to  the  j)ubnc. 

It  ai)pears  from  the  Budget  Statement  for  1881-.vJ 
recently  jmblished,  that  eflect  is  about  to  be  given  lo 
the  views  expressed  by  the  Se<Tetjiry  of  State  in  the 
<|Uotation  above  given,   and   that  a   sum  of  7->0,(MM»/.. 
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to  be  taken  from  the  fEunine  surplus,  is  assigned  for 
expenditure  in  the  coming  year  on  the  class  of  works 
that  have  been  spoken  of  as  protective ;  and  among 
these  will  be  some  of  the  works  before  mentioned  as 
required  in  Bandelkhand.  I  have  thought  it  right  to 
notice  this  in  connection  with  what  has  been  said  on  the 
subject  of  protective  works  ;  but  it  may  be  added  that 
the  object  of  this  book  is  to  state  the  policy  of  Lord 
Lytton's  GFovemment,  and  it  forms  no  part  of  my  plan 
to  disciiss  the  acts  of  their  successors. 


CHAPTER  Xn, 

TAXATION  IMPOSED  IN  1877  AND  1878. 

TAXATIOK  FOB  VAMUXE  BELIEF  SHOITLI)  BE  GEITBEAL — BUXPOfllTKUr  €f 
INOOICB  TAX  DfPBACnCABLE — CLAS8BB  BPBCIALLT  UABLB— TmUIEM 
HITHEBTO  UKSTJLT  EXEMPT  FEOX  TAXATION — LICENCE  TAX  FBOFOtEI^— 
ADDITIONAL  BATES  ON  LAND  IN  BENGAL  —  IN  NOBXHXBir  IHBU~ 
AMOUNT  BAISED  FBOM  LAND  —  INCIDENCE  OF  LICENCE  TAX  —  IS 
EXTENSION  TO  OFFICIALS  AND  FE0FBBSI0N8 — DIBBCT  TAXATION  MOW 
FAB  NOW  APPLICABLE  AND  DESIBABLE — FEEQUENT  CHANGES  IN  PAflT  AE- 
BANGEMENTS  MOST  MISCHIEVOUS — BBTENTION  OF  CBB8BB  IN  BENGAL  AN» 
LICENCE  TAX  ON  TBADEBS  NBCE8SABT  FOB  PEOPBB  ADJU8TMXNT  OP 
BUBDENB — TAXATION  FIBST  NEEDING  BEDVCTION. 

When  the  Government  of  India  resolved,  in  1877,  that 
it  was  necessary  to  make  a  permanent  addition  to  the 
public  revenues,  with  the  object  of  enabUng  the  State 
to  meet  its  obligations  for  the  reUef  of  famine,  it  de- 
clared that  there  was  no  class  in  the  whole  community, 
and  no  sort  of  property  or  income,  which  might  not 
properly  be  made  to  contribute  for  a  purpose  of  such 
general  interest  as  the  protection  of  the  country  against 
the  consequences  of  famine.  But  there  were  special 
reasons  which  at  the  time  rendered  it  hardly  possible 
to  reimpose  an  income  tax,  and  their  suflSciency  could 
not  be  denied  even  by  those  who  have  always  regretted 
the  loss  of  that  tax,  and  have  always  beheved  that  it 
might  with  great  advantage  have  been  maintained  as 
one  of  the  permanent  sources  of  Indian  revenue.  Lord 
Lytton  could  not  avoid  the  conclusion  that  its  reim- 
position  was  impracticable,  and  the  Secretary  of  State 
had  declared  that  he  would  not  assent  to  it.     There 
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was,  therefore,  an  income  tax  having  been  set  aside,  no 
way  in  which  any  universal  liability  could  be  enforced, 
and  there  were  good  reasons  for  considering  that  the 
trading  and  agricultural  classes  should  be  the  first  to 
bear  the  new  taxation  which  was  considered  necessary. 
These  reasons  were  fully  explained  by  Sir  John 
Strachey  at  the  time.  It  was  shown  that  when  scarcity 
afiects  one  part  of  India,  the  dealers  in  grain  and 
the  producers  of  grain  in  parts  of  the  coimtry  not 
80  affected  make  large  profits;  and  that  while  the 
agricultural  and  trading  classes  are,  on  the  one  hand, 
those  that  require  large  measures  of  relief  in  a  region 
suffering  from  extreme  scarcity,  so,  on  the  other  hand, 
these  are  the  classes  which  are  in  a  position  to  obtain 
large  profits  when  their  own  provinces  are  flourishing 
and  others  are  suffering.  The  less  wealthy  members 
of  the  professional  and  official  classes,  on  the  other 
hand,  who  depend  on  fixed  incomes  for  their  support, 
or  on  incomes  Uttle  affected  by  competition,  as  well 
as  the  labouring  class  paid  by  wages,  suffer  from  the 
pressure  of  high  prices,  not  only  when  scarcity  prevails 
in  their  own  provinces,  but  when  it  prevails  elsewhere. 
The  high  prices  which,  under  such  circumstances,  serve 
to  enrich  the  producing  and  trading  classes,  entail  suf- 
fering on  the  small  officials,  and  on  those  subsisting  on 
wages  the  amount  of  which  they  are  powerless  to  regu- 
late. Also,  though  it  was  never  suggested  that  the 
richer  members  of  the  official,  or  professional,  or  any  other 
classes,  might  not  equitably  be  taxed,  yet  it  was  con 
sidered  that  the  class  of  European  officials,  from  which 
the  professional  classes  could  hardly  be  distinguished, 
were  for  the  moment  placed  under  such  special  dis- 
advantages by  the  recent  sudden  and  heavy  fall  in  the 
exchange  value  of  the  rupee,  that  it  would  be  inex- 

0  2 
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pedient  then  to  subject  them  to  any  fresh  burden. 
These  considerations  did  not  apply  to  the  trading  and 
agricultural  classes,  to  which,  for  the  reasons  above 
stated,  a  special  liability  was  held  to  attach,  and  as 
regards  the  former  there  were  other  reasons  of  a  more 
important  and  more  permanent  character. 

It  has  always  been  admitted  that  the  trading  classes 
in  India  are  the  least  heavily  taxed  portion  of  the 
population.  They  have  ordinarily  contributed  almost 
nothing  to  the  expenses  of  the  State,  while  they 
derive  perhaps  the  largest  share  of  benefit  from  our 
administration,  and  from  the  railways  and  other  works 
of  improvement  provided  at  the  cost  of  the  country 
at  large.  The  exemption  which  these  classes  have 
enjoyed  has  long  been  felt  to  be  one  of  the  most  in- 
defensible and  inequitable  peculiarities  of  our  Indian 
system  of  taxation. 

It  was  not  an  easy  task  at  once  to  apply  a  remedy, 
and  to  introduce  a  system  under  which  a  fair  share  of 
the  public  burdens  should  be  placed  on  the  commercial 
and  trading  sections  of  the  community  ;  but  the  Goveni- 
ment  resolved  that  the  task  must  be  undertaken.  It 
was  clear  that  until  it  was  accompUshed  the  condition 
of  our  fiscal  administration  would  always  be  unsatb- 
factory.  The  Government  believed  that  at  least  the 
foundations  might  be  laid  for  a  better  apportionment  of 
the  public  burdens,  and  that,  although  mistakes  might 
be  made  at  the  outset,  they  would  be  corrected  a^ 
experience  was  gained.  They  accordingly  endeavoured 
to  frame  a  scheme  which,  although  it  might  l)e  im- 
perfect, should,  as  far  as  possible,  be  equitable  in 
princij)le,  and  which  might  be  capable  of  future  deve- 
loj)inent  into  a  system  which  would  secure  many  of  the 
objects  aimed  at  by  a  general  income  tax. 
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It  was  therefore  decided  to  impose  a  licence  tax 
on  all  traders  whose  presumed  amiual  profits  exceeded 
a  certain  amount.  This  amount  varied  in  different 
provinces.  The  average  rate  of  the  tax  on  annual 
profits  was  about  1^,  and  was  in  no  case  to  exceed  2 
per  cent.  This  Indian  licence  tax,  it  shoidd  here  be 
explained,  has  no  analogy  with  the  licence  duties  levied 
in  England.  Here  persons  are  required  to  take  out 
licences  to  carry  on  certain  occupations  or  to  perform 
certain  acts.  The  fees  paid  for  the  licences  are  com- 
paratively small  in  amount,  and  have  no  relation  what- 
ever to  the  income  of  the  person  paying  them.  Bankers 
pay  30/.,  auctioneers  10/.,  game  dealers  2/.,  wine  mer- 
chants 10/.  10^.,  and  the  like.  But  the  Indian  licence 
tax  is  a  tax  assessed  on  persons  engaged  in  professions, 
commerce,  or  trade,  with  direct  reference  to  their  income. 
The  persons  who  are  chargeable  are  divided  for  pur- 
poses of  assessment  into  classes  according  to  their  pre- 
sumed income.  All  persons  in  the  same  class  pay  the 
same  tax.  Thus  the  so-called  licence  tax  is  in  fact 
a  limited  income  tax  assessed  on  a  system  of  classifica- 
tion according  to  approximate  income. 

The  propriety  of  placing  fresh  taxation  on  the  land 
might  seem,  at  first  sight,  more  open  to  question  ;  but 
the  Government  was  satisfied  that  no  room  for  doubt 
existed.  In  Bengal  an  additional  cess  on  the  land  had 
been  already  imposed  in  1877,  under  the  name  of  the 
Public  Works  Cess,  to  cover  the  liabilities  caused  by 
the  works  constructed  in  that  province  to  protect  it 
from  famine.  A  new  rate  was  placed  on  the  land  in  all 
other  provinces,  excepting  Madras  and  Bombay,  which 
were  at  the  time  actually  suffering  from  famine. 

In  the  permanently  settled  province  of  Bengal,  the 
land  revenue,  which  was  fixed  nearly  a  century  ago,  has 
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notoriously  become  a  very  small  and  often  hardly 
appreciable  burden.  There  is  certainly  no  important 
class  of  persons  in  any  civilised  country  in  the  world 
which  enjoys  such  a  virtual  immunity  from  taxation 
as  the  Bengal  zemindars,  and  Bengal,  although  the 
wealthiest,  is  the  most  lightly  taxed  of  all  the  provinces 
of  the  Empire.  There  was  also  a  special  propriety  in 
insisting  that  when  the  Government  was  obliged  to 
impose  fresh  taxation  for  such  a  purpose  as  the  pro- 
tection of  the  country  against  the  consequences  of 
famine,  Bengal,  in  which,  within  the  last  few  years, 
nearly  7,000,000/.  had  been  expended  from  the  general 
revenues  of  India  on  famine  relief,  should  not  escape 
its  just  share  of  the  common  liability.  It  was  inevit- 
able that  on  this  as  on  every  other  occasion  on  which 
the  zemindars  of  Bengal  have  been  called  upon  to 
bear  their  share  of  fresh  public  burdens,  it  shoiild  be 
loudly  asserted  that  the  Government  was  infringing  the 
conditions  of  the  permanent  settlement  of  the  land,  and 
was  committing  a  breach  of  faith.  On  these  grounds, 
the  zemindars  had  demanded  to  be  exempted  even 
from  the  income  tax,  which  was  imposed  on  all  kinds 
of  property  throughout  India,  without  exception.  Lord 
Lytton  was  not  disposed  to  listen  to  such  extravagant 
claims.  They  have  received,  during  the  last  ten  or 
twenty  years,  much  more  consideration  than  they  de- 
served. It  is  sufficient  to  say  here  that  it  has  been 
repeatedly  and  finally  decided  that  (to  quote  the  words 
of  the  Duke  of  Argyll,  when  he  was  Secretary  of  State) 
*  the  levying  of  such  rates  upon  the  holders  of  land, 
irrespective  of  the  amount  of  their  land  assessment, 
involves  no  breach  of  faith  upon  the  part  of  the 
Government,  whether  as  regards  holders  of  permanent 
or  temporary  tenures.' 
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In  Northern  India,  the  imposition  of  the  new  rate, 
at  one  per  centi  on  the  rental  of  the  land,  to  meet  famine 
liabilities,  was  approved  by  all  the  Local  Governments. 
It  is  payable  by  the  landlord  and  not  by  the  tenant.  It 
cannot,  of  course,  be  asserted  that  this  or  any  other 
taxation  is  not  disliked  by  those  who  have  to  pay  it, 
but  it  is  so  slight  a  burden  that  it  certainly  constitutes 
no  real  hardship.  The  debate  of  February  9, 1878,  in 
the  L^islative  (Council,  and  especially  the  speeches  of 
Mr.  Thornton  and  Mr.  Bazett  Colvin  and  Sir  Ashley 
Eden,  than  whom  no  men  could  speak  with  higher 
authority,  indicates  the  opinions  of  the  Government  on 
this  point. 

Mr.  Thornton  showed  that '  the  landholders  of  the 
Punjab  could  well  afford  the  proposed  insignificant 
addition  to  the  local  rates,'  that  the  agricultural  popula- 
tion was  *  eminently  prosperous  and  thriving,'  and  that 
land  had  so  increased  in  value  that  the  people  were,  as 
a  rule,  more  than  six  times  as  well  off  as  they  were 
twenty  years  ago.  '  What,'  he  said,  '  does  the  Govern- 
ment ask  ?  Why,  it  asks  a  body  of  landowners,  whose 
property  has  more  than  sextupled  in  value,  to  pay  a 
famine  insurance  rate  for  that  property  amounting  on  an 
average  to  one  farthing  per  acre  per  annum.' 

Mr.  Colvin  showed  that  similar  facts  were  true  in  the 
North-Western  Provinces.  He  said  that  'everywhere 
there  has  been  an  extraordinary  rise  in  the  value  of 
land,'  that  *  the  great  advance  in  wealth  and  prosperity 
of  the  agricultural  classes  is  too  plainly  evident  to  be 
called  in  question,'  and  that '  whatever  the  industry  and 
intelligence  of  the  proprietary  class  may  have  been,  this 
improvement  in  their  position  is,  in  very  great  measure, 
due  to  the  direct  action  of  our  Government.  It  is 
scarcely  too  much  to  say  that  it  has  created  proprietary 
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rights  in  the  soil.  It  has  secured  them  by  maintaining 
good  order  and  tranquiUity ;  and  it  has  added  indefi- 
nitely to  their  value  by  furnishing  marvellously  improved 
and  accelerated  means  of  communication,  and  by  open- 
ing markets  for  the  produce  of  the  land,  of  which  the 
people  of  two  generations  back  never  even  dreamed/ 
Mr.  Colvin  declared  his  beUef  that  the  landowning  class, 
as  a  body,  are  four  or  five  times  as  rich  as  they  were  at 
the  beginning  of  the  century. 

The  Lieutenant-Governor  of  Bengal,  Sir  Ashley  Eden, 
gave  similar  testimony.  He  stated  his  opinion  that '  no 
measures  could  have  been  devised  more  likely  to  be 
eflScient,  equitable,  and  inoppressive,'  and  with  reference 
to  the  position  of  the  landholders  of  Northern  India,  who, 
as  Mr.  Colvin  had  shown,  had  prospered  greatly  under 
former  settlements,  when  they  paid  to  the  Government 
two-thirds  of  their  collections,  instead  of  one-half  as  at 
present,  he  made  the  following  remarks : — 

*  For  no  very  apparent  reason,  when  the  new  settlement  was 
made  the  zemindars  were  only  called  upon  to  jiay  half  of  their 
collections,  keeping  one-half.  Admitting,  as  I  do,  that  it  ii 
sound  i)olicy  in  the  Goveniment  of  India  to  Umit  its  demxmds 
on  the  country  to  its  actual  requirements,  and  to  distribute  the 
burden  of  taxation  as  evenly  as  is  practicable  on  all  classes  of 
the  ])eople,  I  should  be  sorry  to  condemn  the  principles  of  the 
present  settlement ;  but  the  fact  remains  that  if  the  present 
settlement  had  followed  the  Unes  of  the  old  settlement  in 
respect  of  the  shares  of  the  Government  and  the  landholder?, 
the  Government  would,  setting  new  cesses  aside,  have  received 
2,(K)0,()00/.  more  than  it  receives  now.  And  making  all  allow- 
ances for  new  cesses,  inchiding  those  now  imposed,  the  land- 
owners of  the  North-Western  Provinces  are  receiving  1 ,500,()0(>/. 
more  than  they  received  before.  And  now  that  its  im]>enitive 
requirements  have  increased,  1  do  not  consider  that  there  i* 
anything  unjust  or  unreasonable  in  Government  imjiosing  Ujion 
the  classes  who  received  these  great  benefits  the  same  burden 
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vliich  is  imposed  upon  all  other  classes.  Of  course  it  requires 
no  very  great  ingenuity  to  find  some  sort  of  objection,  theoretical 
or  practical,  to  eveiy  kind  of  tax ;  and  I  am  sorry  to  have  to  say 
that  those  who  are  londest  and  most  unreasonable  and  im- 
patient in  their  demands  that  Government  should  take  upon 
itself  the  liability  of  relieving  and  preventing  fianine,  and  of 
constructing  extravagant  works  of  irrigation,  are  the  first  to  put 
into  the  mouths  of  the  people  reasons  why  no  one  should  con- 
tribute towards  such  a  purpose.  But  the  money  has  to  be  raised, 
and  this  being  so,  I  must  congratulate  your  Excellency's  Govern- 
ment on  the  substantially  &ir  and  even  manner  in  which  this 
liability  has  been  distributed.' 

The  so-called  famine  taxation,  though  it  is  con- 
venient for  some  purposes  to  treat  it  as  a  whole,  was 
actually  imposed  partly  in  1877,  and  partly  in  1878. 
The  additional  cess  on  the  land  in  Bengal  was  origin- 
ally imposed  in  1877,  as  a  part  of  the  modified  finan- 
cial arrangement  under  which  the  provincial  revenues 
were  required  to  bear  the  charges  incurred  on  ac- 
count of  the  canals  and  railways  constructed  for  its 
benefit,  and  for  its  protection  against  famine.  The 
Bengal  taxation  difiered  in  this  respect  from  that  im- 
posed in  Northern  India.  Its  cliaracter  was  provincial 
and  not  imperial ;  and  whereas  in  the  other  provinces 
the  whole  of  the  proceeds  of  the  new  rates  on  the  land 
have  gone  into  the  imperial  treasury,  a  large  portion  of 
them  has,  in  Bengal,  been  left  at  the  disposal  of  the 
Local  Government,  over  and  above  the  amount  paid  to 
the  Government  of  India.  The  Bengal  Public  Works 
cess  yielded  in  1878-79,  355,590/.  In  1878  the  new 
rates  were  imposed  on  the  land  in  the  North-Western 
Provinces,  Oudh,  the  Punjab,  and  the  Central  Provinces ; 
they  yield  about  170,000/.  Thus  the  total  amount  of 
new  taxation  on  the  land  was  about  525,000/. 

The  licence  tax  on  traders  was  first  imposed  in  1877 
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in  the  North-Western  Provinces,  and  in  the  following 
year  the  Ucence  Acts,  which,  with  modifications  to  be 
noticed,  are  still  in  force,  were  applied  to  the  whole  of 
India.  They  yielded  at  their  maximum  about  820,000/. 
net.  The  total  amount  of  what  has  been  called 
the  famine  insurance  taxation  was  therefore  about 
1,345,000/.  Subsequent  exemptions  of  the  poorer 
classes  have  reduced  it  to  about  1,000,000/. 

The  attempt  to  make  the  commercial  and  trading 
classes,  by  means  of  the  licence  tax,  contribute  some- 
thing towards  the  expenses  of  the  State,  was,  on  the 
whole,  financially  and  otherwise,  successful.  The 
greater  part  of  the  tax,  in  by  far  the  greater  part  of 
India,  was  assessed  and  collected  without  difficulty  or 
opposition.  But  experience  showed  that,  as  originaUy 
introduced,  it  descended  too  low,  and  fell  on  large 
numbers  of  people  on  whom  the  imposition  of  direct 
taxation  was  not  expedient  or  profitable. 

The  lower  limit  of  hability  to  the  tax,  which  varied 
in  different  provinces,  had  been  in  every  case  virtually  de- 
termined by  the  Local  Governments ;  in  some  instances, 
however,  the  Government  of  India  interfered  to  make 
the  Umit  higher  than  the  Local  Governments  pro- 
posed, for  some  of  them  would  have  gone  lower  than 
annual  incomes  of  Rs.  100,  the  minimum  actually  fixed. 
In  the  North-Western  Provinces,  Oudh,  and  Madras, 
traders  whose  annual  earnings  amounted  to  R?.  200 
were  originally  liable  to  the  tax  ;  in  Hengal,  Bombay, 
and  the  Punjab,  the  hmit  was  Rs.  100.  After  nearly 
two  years'  experience,  the  Goveniments  of  Madras,  of 
Bengal,  and  of  the  North-Westem  Provinces  concurred 
in  the  opinion  that  about  Rs.  250  might  properly  he 
adopted  as  the  minimum.  Sir  Richard  Temple,  the 
Governor  of  Bombay,  and  Sir  Robert  Egerton,  the  Lieu- 
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tenant-Governor  of  the  Punjab,  would  have  made  little 
or  no  change  in  the  existing  limit  of  Bs.  100.  They 
informed  the  Government  of  India  that  the  tax  was 
working  well,  that  collections  were  made  without  trouble 
or  complaint,  and  that  the  difficulties  which  had  at  first 
be^i  felt  had  ceased. 

Notwithstanding  these  opinions,  given  by  such  high 
authorities,  the  Government,  towards  the  close  of  1879, 
decided  that  it  was  desirable  to  raise  throughout  India 
the  limit  of  liability  to  the  tax.  Statistics  received 
from  all  parts  of  India  showed  that  we  were  raising 
by  direct  taxation  from  more  than  a  nullion  of  people 
no  larger  sum  than  about  340,000/.  a  year,  and  it  was 
clear  that  this  was  neither  financially  nor  politicaUy 
wise. 

The  lower  limit  of  liability  to  the  tax  was  conse- 
quently fixed  at  an  annual  income  of  £s.  500.  This 
decision  was  not  arrived  at  on  the  ground,  often  main- 
tained by  persons  possessing  little  knowledge  of  the 
country,  that  the  licence  tax  fell  upon  the  poor. 
Speaking  on  this  subject  in  the  Legislative  Council,  in 
denial  of  the  assertion  that  the  tax  would  fall  on  the 
poorer  classes,  Sir  Ashley  Eden,  the  Lieutenant- 
Governor  of  Bengal,  said — '  It  may  be  difficult  for 
men  who  know  nothing  of  the  country  to  realise  that 
practically  a  native  with  an  income  of  Rs.  100  a  year  is 
in  a  better  position  than  a  trader  or  mechanic  in  Europe 
with  an  income  of  100/.  a  year.  I  am  sure  that  every 
one  really  acquainted  with  native  habits  and  modes  of 
life  and  requirements  will  agree  with  me  that  this  is  so.' 

There  now  remain  in  all  India  not  more  than 
250,000  traders  Uable  to  the  tax,  and  it  is  expected  to 
yield,  in  the  present  year,  something  over  500,000/. 

When   it  was  decided  that  the  imposition  of  a 
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general  income  tax  was  impracticable,  and  that  mea- 
sures of  class  taxation  must  consequently  be  adopted, 
it  was  inevitable  that  whatever  were  the  measures 
actually  taken  they  would  be  open  to  objection  on 
the  ground  of  inequality  and  unfairness  in  their  inci- 
dence. Such  objections  were  raised  by  the  mercantile 
classes  in  the  Presidency  towns,  and  by  others,  early  in 
1878,  shortly  after  the  licence  tax  was  imposed,  and 
the  injustice  of  exempting  the  oflScial  and  professional 
classes  from  taxation  was  strongly  urged. 

The  Government  of  India,  although  it  had  thought 
it  necessary,  in  the  first  instance,  to  restrict  the  opera- 
tion of  the  new  taxes,  had  no  desire  permanently  to 
maintain  any  such  exemptions ;  in  the  latter  part  of 
1878  it  made  a  definite  proposal  to  extend  to  the 
professional  and  official  classes  taxation  similar  to  that 
already  imposed  on  the  traders  and  agriculturists,  which 
was  approved  by  the  Secretary  of  State.  Various  cir- 
cumstances rendered  the  postponement  of  the  measure 
necessary,  and  it  was  not  until  November  1879  that  a 
Bill  to  carry  it  out  was  introduced  into  the  Legisla- 
tive Council.  The  extension  of  taxation  to  tlie  official 
classes  was  supported  by  every  local  Government  in 
India. 

But  from  causes  which  need  not  be  stated  in  detail 
the  proposal  was  dropped,  a  step  which,  though  I  my- 
self accepted  it  as  inevitable,  I  now  regret ;  and  I  think 
the  Marquis  of  Ilartington  was  right  when,  in  hx'^ 
despatch  of  August  5,  1880,  he  said  that  he  rould  not 
*  approve  of  the  withdrawal  of  the  measure  fDr  the  ex- 
tension of  the  licence  tax  to  the  official  and  professional 
classes,  which  had  been  recommended  by  the  Govern- 
ment of  Lidia  and  sanctioned  by  the  Secretary  of  State 
as  being  likely  to  remove  from  the  minds  of  the  other 
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classes  a  sense  of  being  subjected  to  unequal  treatment, 
and  which,  while  thus  desirable  in  itself,  would  have 
avoided  a  loss  of  240,000/.  a  year.' ' 

The  existing  licence  Acts  impose,  or,  with  modifica- 
tions such  as  those  proposed  in  1880,  would  impose, 
without  minute  inquisition,  and  in  a  manner  Uttle  open 
to  objection,  a  virtual  income  tax,  at  an  average  rate  of 
about  1|  per  cent.,  on  the  richer  members  of  the  pro- 
fessional, commercial,  and  trading  classes.  They  are 
estimated  to  yield  in  the  present  year  515,000/. 

With  the  extension  of  taxation,  at  1^  per  cent., 
to  all  the  higher  salaries,  the  richer  oflScials  would 
contribute  at  a  rate  similar  to  that  already  paid  by 
the  traders.  The  fund-holders  and  house-proprietors 
would  remain  untouched.  Under  existing  circumstances, 
while  India  is  every  year  borrowing  money  for  the  con- 
struction  of  productive  pubUc  works,  the  exemption  of 
the  fund-holders  from  new  taxation  has  much  to  recom- 
mend it.  With  regard  to  house-proprietors,  according 
to  the  income  tax  returns  for  1871-72  there  were,  in 
all  India,  only  3,100  persons  deriving  incomes  exceeding 
Es.  1,000  a  year  from  houses  alone,  and  a  tax  on  them 
of  1 J  per  cent,  would  have  yielded  about  18,000/.  In 
the  absence  of  a  general  income  tax,  it  would  not  be 
worth  while  to  impose  fresh  taxation  on  this  class. 

The  new  rates  on  the  land,  now  yielding  525,000/. 
a  year,  impose  an  approximately  equal  burden  on  the 
agricultural  portion  of  the  community  in  the  Bengal 
Presidency,  and,  there  is  no  reason  why,  with  certain 
restrictions  which  the  different  tenure  of  land  and  other 
considerations  would  render  proper,  similar  taxation 
should  not  be  imposed  in  Madras  and  Bombay,  especially 
on  the  permanently  settled  zemindars  of  Madras,  if  at 
some  future  time  it  should  become  desirable.     But  it 
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would  be  very  unwise  on  theoretical  grounds  of  uni- 
formity  to  impose  any  such  fresh  taxation  when  finan- 
cially it  is  not  wanted. 

Although  I  have  always  regretted  the  loss  of  the 
income  tax,  and  recognise  that  its  reimposition  at  the 
present  time  is  impracticable,  rather  from  the  strength 
of  adverse  opinion  than  from  any  fundamental  objec- 
tions of  principle  or  policy,  yet  I  am  satisfied  that  it 
will  be  wise  to  continue,  in  regard  to  the  question  of 
direct  taxation,  to  act  on  principles  similar  to  those 
which  during  the  last  four  years  have  been  followed 
by  the  Government  of  India. 

I  do  not  propose  to  discuss  at  length  the  advantages 
of  an  income  tax,  or  of  other  forms  of  direct  taxation. 
In  a  note  to  this  chapter  a  quotation  is  given  from 
Mr.  Bazett  Colvin's  valuable  paper  on  Indian  taxation, 
because  it  expresses  the  views  which  I  hold.  Although 
under  existing  circumstances  I  do  not  advise  that  prac- 
tical effect  be  given  to  them,  I  must  repeat  Mr.  CJolvin's 
observation  that  they  are  in  accordance  with  those  of 
very  many  of  the  most  distinguished  men  in  modem 
Indian  administration. 

Foremost  among  these  is  that  of  my  honoured 
master  and  friend,  Lord  Lawrence,  who  never,  while  he 
was  in  India,  or  after  he  left  it,  wavered  in  his  opinion  on 
this  subject.  No  man  knew  India  better  than  he,  and 
never  was  there  a  man  who  would  have  more  strongly 
and  indignantly  refused  his  consent  to  measures  which 
he  thought  must  entail  injustice  and  oppression  on 
the  people.  He  believed  that  there  are  some  classes 
of  the  community  which  have  borne  no  proper  part  of 
the  public  burdens,  althougli  no  classes  are  better  able 
than  they  to  bear  tlieir  sliare;  that  it  is  by  direct 
taxation  alone  that  they  can  be  reached ;    and   that 
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with  reoaonabty  good  adnusistiadoii,  which  it  is  cer- 
tainly widun  our  power  to  Becare,  there  is  no  neoes- 
aity  whatever  for  any  gross  abuses  in  the  assessment 
and  coUecticm  of  taxes  of  this  kind,  paitacularly  if  a 
high  minifnTiTn  of  taxable  income  be  adopted.  On  the 
very  last  occasion  on  which  I  saw  Lord  Lawrence,  he 
spoke  to  me  to  this  effect. 

Lidirect  taxation,  in  a  country  like  Lidia,  is  in  it- 
self no  doubt  preferable  to  direct,  but  many  erroneous 
ideas  are  prevalent  on  the  subject.  Direct  taxation  on 
the  trading  classes  has  been  imposed  in  Lidia  from 
time  immemorial,  and  there  is  at  this  moment  no  im- 
portant Native  State  in  which  it  is  not  a  recognised 
part  of  the  fiscal  system.  There  is  probably  no  country 
in  the  world  in  which  so  large  a  proportion  of  a  great 
revenue  is  nused  by  direct  small  payments  as  India. 
As  a  matter  of  fact,  the  greater  part  of  the  land  revenue 
of  more  than  20,000,000/.  is  raised  by  what  are  vir- 
tually direct  payments  from  an  immense  number  of 
persons ;  and  obviously  it  matters  Uttle  to  the  millions 
of  small  proprietors  and  cultivators,  who  pay  the 
greater  portion  of  this  revenue,  what  name  we  give  to 
their  payments.  So,  again,  nearly  the  whole  of  the 
local  taxation  in  a  great  part,  perhaps  in  the  greater 
part,  of  India,  is  received  in  the  form  of  direct  and  not 
indirect  payments. 

If,  however,  any  plan  of  direct  taxation  is  to  become 
successful,  the  fast-and-loose  system  which  has  hitherto 
been  followed  must  be  abandoned.  As  Mr.  Eivers 
Thompson  has  observed,  ever  since  the  days  of  Mr. 
Wilson  licence  taxes  have  succeeded  income  taxes,  cer- 
tificate taxes  have  followed  licence  taxes,  in  various 
forms  and  shapes,  and  each  in  turn  has  been  abandoned 
through  an  entire  absence  of  any  settled  continuity  of 
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administration  in  our  finances.     No  agency  could  be 
perfected  under  such  constantly  recurring  changes. 

It  was  forcibly  pointed  out,  some  years  ago,  by  Mr. 
Alonzo  Money,  that  in  the  assessment  of  direct  taxation 
throughout  the  greater  part  of  India  a  system  re- 
sembling, in  some  respects,  the  periodical  settlement  of 
land  revenue  ought  to  be  adopted.  The  character  of 
the  population  is  so  stationary  and  unchanging  that 
there  is  little  variation  from  one  year  to  another  in  the 
income  and  profits  of  the  great  majority  of  the  persons 
called  on  to  pay  an  income  or  Ucence  tax,  and,  excepting 
in  the  large  commercial  centres,  no  necessity  exists  for 
annual  assessments.  Sir  William  Muir,  when  Lieutenant- 
Governor  of  the  North-Western  Provinces,  laid  much  stress 
on  these  considerations.  *  As  in  the  assessment,'  he  said, 
*  of  landed  profits,  so  in  the  assessment  of  incomes,  the 
more  fixity  and  permanency  arrived  at,  the  greater  will 
be  the  feeUng  of  rest  and  of  confidence.  In  proportion 
as  such  a  state  of  comparative  permanency  can  be 
approached,  the  suspicion  and  irritation,  the  fraud  and 
oppression,  and  the  other  evils  incident  to  the  tax,  would 
be  diminished,  the  pressure  on  the  people  would  be 
lightened,  and  the  action  of  the  Government  would  be 
better  understood,  and  its  motives  more  fully  appre- 
ciated.' 

The  question  may  here  fairly  be  asked,  whether, 
granting  that  the  imposition  of  this  new  taxation  was 
right  in  1877,  its  maintenance  is  necessary  now,  when 
the  condition  of  the  finance's  has  become  so  far  more 
satisfactory  than  it  was,  and  wlien  there  is  declared  to 
be  a  large  surplus  of  revenue  over  ordinary  expen- 
diture ? 

Before  replying  to  tliis  we  should  renieml>or  what 
are  the  classes  on  which  this  new  taxation  actually  falls. 
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Bre  are,  first,  the  landlords  of  Bengal,  the  richest 
3s  in  the  richest  province  of  the  Empire,  who  now 
r  in  taxation  almost  nothing,  and  in  land  revenue  an 
ount  altogether  inadequate.  They  have  succeeded 
throwing  upon  the  tenants  a  portion  of  all  the  cesses 
herto  imposed  on  the  land,  and  if  this  could  be  pre- 
ited  I  for  my  part  should  be  glad.  I  can  therefore 
iceive  no  more  unwise  or  unjustifiable  measure  than 
!  exemption  of  the  Bengal  zemindars  from  their 
tre  of  this  burden,  the  only  fault  of  which,  in  rela 
tt  to  them,  is  that  it  is  too  light,  while  so  much 
aains  to  be  done  for  the  relief  of  the  poorer  classes 
m  taxation.  Secondly,  the  new  taxatio'n  falls,  at  the 
e  of  1  per  cent,  on  their  gross  rental,  on  the  land- 
ds  of  Northern  India.  It  has  been  shown  how  well 
jy  can  afibrd  to  pay  this  demand,  no  portion  of 
ich  is  payable  by  the  tenants.  At  the  same  time 
sir  case  is  altogether  different  from  that  of  the  land- 
ds  of  Bengal.  Although  their  assessments  are  very 
Kierate,  they  nevertheless  contribute  largely  towards 
5  necessities  of  the  State,  and  I  should  see  without 
rret  reUef  given  to  them  by  the  remission  of  the 
es  imposed  three  years  ago.  The  loss  of  revenue 
•uld  be  about  170,000/.  Nor  would  there  be  any  in- 
isistency  in  retaining  the  rates  in  Bengal  and  re- 
tting them  in  Northern  India,  because,  independently 
the  fact  that  Bengal  is  incomparably  better  able  to 
y,  the  rates  were,  as  already  explained,  imposed  at 
ferent  times  and  for  different  purposes ;  and  al- 
)ugh  it  has  been  thought  convenient  to  consider  the 
ngal  public  works  cess  as  a  part  of  the  so-called 
nine  taxation,  it  has  been  treated  quite  differently 
>m  the  rates  imposed  in  Northern  India.  Thirdly,  the 
w  taxation  falls  on  the  richer  class  of  traders,  touch- 
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ing  no  one  whose  annual  profits  are  less  than  Bs.  500 
a  year,  a  limit  equal  perhaps  to  400/.  or  500/.  a  year  in 
England.  This  class,  if  the  licence  tax  were  remitted, 
would  pay  literally  no  obligatory  taxes  at  all,  except 
indeed  an  annual  7d.  a  head  for  salt.  The  total 
number  of  persons  paying  the  licence  tax  in  all  Indii 
is  about  250,000.  Considering  that  the  population  of 
British  India  exceeds  190,000,000,  it  is  an  abuse  oi 
language  to  talk  of  such  a  tax  being  unpopular.  Of  til 
the  taxes  that  are  levied  in  India,  there  will  be  none 
more  just  or  more  necessary  than  this,  when,  as  I  trurt 
may  soon  happen,  similar  taxation  has  been  extended 
to  the  official  and  professional  classes  in  the  way  that 
has  been  proposed. 

Indignation  is  always  aroused  in  India  by  every 
attempt  to  relieve  the  poorer  classes  from  taxation  at 
the  expense  of  the  richer.  *  Such  a  change,'  it  has  been 
observed  by  an  accomplished  writer,  *  is  inevitably  de- 
nounced with  more  vigour  and  outspokenness  than  are 
available  for  its  defence.  Those  whom  it  relieves  are 
for  the  most  part  persons  who  accept  the  decrees  of 
Government,  whether  for  better  or  worse,  as  providential 
dispensations  which  it  is  in  vain  to  question,  and  as  to 
which  silent  endurance  is  the  wisest  policy.  On  the 
other  hand,  it  touches  the  pockets  of  a  class  of  persons 
who  have  both  the  will  and  the  power  to  make  their 
troubles  known,  and  are  by  no  means  inchned  to  let 
their  interests  suffer  for  want  of  courageous  advocacy. 
Indian  journalism  of  the  more  respectable  and  influential 
order  is  closely  allied  with  the  official  world,  and  reflects 
with  undeviating  accuracy  the  feelings  and  the  tastes  of 
those  from  whom  it  draws  its  inspiration,  and  on  whose 
patronage  it  depends.  The  English  merchants,  too,  at  I 
the  presidency  towns  have  no  difficulty  in  stirring  tba 
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apathies  and  guiding  the  convictions  of  writers  whose 
iterests  are  in  many  particulars  identical  with  their 
wn.  The  consequence  is  that  every  measure  which 
nposes  on  the  official  or  mercantile  classes  a  larger  share 
a  the  taxation  of  the  country,  is  denounced  by  the 
ndian  press  with  a  vehement  unanimity  which  an  in- 
xperienced  observer  would  be  tempted  to  value  at  more 
ban  its  true  worth.  It  implies  really  nothing  more 
ban  the  natural  pang  which  every  conscious  contribu- 
ton  to  the  public  treasury  occasions :  and  its  political 
mportance  is  certain  to  be  exaggerated,  because  we  hear 
LOthing  of  the  silent  miUions  whose  opinion,  were  they 
apable  of  expressing  it,  could  not  fail  to  be  in  favour 
>f  a  measure  which  transfers  a  portion  of  the  burden  of 
axation  to  sturdier  shoulders  than  their  own.'^ 

Thus  temptations  are  never  wanting  in  India  for 
Jovemments  to  earn  for  themselves  an  easy  and  apparent 
K>pularity  by  a  refusal  to  impose  taxes  on  the  richer 
ind  more  influential  classes  of  the  community ;  and 
vhile  these,  the  only  audible  critics,  approve,  it  will 
lever  be  difficult  to  find  acceptable  reasons  for  a  course 
essentially  impoHtic  and  unjust.  Statesmen  should 
lever  forget  that  the  real  foundations  of  our  power  in 
jidia  do  not  rest  on  the  interested  approval  of  the  noisy 
ew.  They  rest  on  justice,  on  the  contentment  of  tlie 
nillions  who  may  not  always  be  silent  and  quiescent, 
md  on  their  feeUng  that,  in  spite  of  the  selfish  clamour 
>f  those  who  profess  to  be  their  guardians  and  representa- 
aves,  they  may  place  impUcit  trust  in  the  equal  justice 
)f  our  Government,  and  in  its  watchful  care  of  the  in- 
erests  of  the  masses  of  the  people.     The  exemption  of 

^  Although  the  general  truth  of  these  remarks  is  undeniable,  there  is  one 
totable  exception.  The  justice  and  liberality  of  view  shown  by  the  public 
jsd  by  the  press  of  Bombay  in  regard  to  all  these  questions  of  direct  taxa- 
ion  hftve  long  been  remarkable. 

p2 
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the  richer  classes  from  taxation  is  a  pohtical  mistake 
which,  as  time  goes  on,  and  knowledge  and  intelligence 
increase,  must  become  more  and  more  mischievous. 

When  taxation  is  diminished,  these,  then,  are  not  the 
taxes  with  which  we  ought  to  begin.  As  I  have  endea- 
voured to  show  in  another  chapter,  further  reductions 
in  the  salt  duties  are,  on  all  grounds,  desirable,  both  for 
the  benefit  of  the  people  and  of  the  finances.  Further 
reforms  in  the  customs  tarifi*,  involving  a  loss  of  present 
revenue,  but  certain  to  be  most  beneficial  to  the  country, 
should  also  be  made.  The  court  fees,  which  are  taxes 
on  the  administration  of  justice,  ought  to  be  reduced. 
The  capitation  tax  in  Burma  ought  to  be  abolished. 
These  are  among  the  taxes  of  which  the  reduction  or 
remission  are  first  required. 


NOTE  TO  CHAPTER  XII. 

Extract  from  a  Paper  by  Mr.  Baaett  Colvin  on  Indian 

Taxation. 

As  income  tax  is  not  an  untried  resource,  or  a  doubtful  experi- 
ment.    In  one  8hai>e  or  another  it  has  been  innx>sed,  at   inter- 
vals, during  the  last  twenty  years,  and  the  argiunents  for  and 
against  it  are  familiiu*  to  most  i>eople  in  this  country. 

•  •••••  . 

I  am  aware  how  much  there  is  to  be  urged  against  an  in- 
come tax,  and  know  its  defects  not  from  hearsay  but  from  ex- 
]>erienee,  having  been  personally  engaged  as  a  district  officer,  in 
assessing  and  collecting  every  direct  tax  ujwn  incomes,  excejK 
one,  which  was  imiwsed  between  1860  and  1872.  I  do  noC 
deny  that  there  are  serious  defects  in  it  ;  but  it  does  not  follow 
that  those  defects  are  beyond  remedy ;  or,  even  if  they  wen?, 
that  an  income  tiix  would  be  worse  than  any  of  the  other  fonnn 
of  taxation  which  we  have  been  examining.  Our  choice  in  tbf 
case  supixjsed  would  lie  among  evils ;  and,  this  being  00,  the 
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real  question  is,  whether  an  income  tax  is  not  the  least  that  we 
can  choose. 

The  chief  argument  that  is  used  against  an  income  tax  by 
its  opponents  is  its  unpopularity.  It  is,  no  doubt,  greatly  dis- 
liked both  by  Europeans  and  Natives.  The  Euroi)ean  aversion 
firom  it  is  due,  in  some  measure  no  doubt,  to  its  incidence  ms  a 
direct  tax  upon  themselves  ;  but  the  official  dislike  to  it  should 
(I  think)  be  chiefly  ascribed  to  the  defects  of  its  assessment, 
and  to  an  Englishman's  reluctance  to  be  concerned  in  anything 
like  arbitrary  taxation.  Natives  object  to  it,  less,  perhaps,  be- 
cause its  assessment  is  faulty,  than  because  it  is  a  direct  tax, 
and  because  they  hate  all  taxation  of  which  they  are  conscious. 
Whatever  the  motives  maybe,  I  am  not  prepared  to  dispute  the 
&ct  of  its  unpopularity.  But  I  believe  that  much  more  import- 
ance has  been  conceded  to  this  unpopularity  than  it  deserves. 
The  classes  who  cherish  hostility  to  an  income  tax  are,  of  course, 
the  classes  who  feel  it — in  other  words,  the  European  commu- 
nity, and  the  educated  and  well-to-do  portion,  which  is  a  very 
small  portion,  of  the  native  population.  These  classes  have 
every  opportunity  of  making  their  dissatisfaction  heard,  and  are, 
indeed,  the  only  classes  whose  voice  is  audible.  But  they  are, 
of  all  people,  the  least  likely  to  carry  their  dissatisfaction  to  the 
point  of  disaffection  towards  the  Government,  and  of  any  active 
desire  to  disturb  order.  The  political  importance,  therefore,  of 
the  hostility  displayed  to  the  tax  is  really  much  less  than  it 
seems.  The  great  mass  of  the  people  do  not  pay  it,  and  are 
utterly  indifferent  about  it.  A  tax  on  tobacco,  or  one  on  houses, 
or  marriages,  would  stir  the  people  with  a  far  greater  force,  and 
to  a  much  lower  depth. 

Putting  aside  the  unpopularity  of  an  income  tax  with  the 
few  whom  it  affects,  there  seem  to  be  no  other  objections  to  it 
which  are  entitled  to  much  weight.  The  inquisitorial  mode  in 
which  it  was  at  first  assessed  was  abandoned  after  a  short  tnal, 
and  was  no  longer  a  characteristic  of  the  tax  when  it  ceased  to 
exist.  It  is  hardly  disputed  now  that  there  was  exaggeration 
in  the  charge  made  against  it,  that  it  afforded  facilities  for  great 
corruption  and  oppression  on  the  part  of  subordinate  officials. 
Moreover,  if  an  income  tax  became  a  permanent  part  of  our 
financial  system,  there  is  no  reason  to  suppose  that  these  defects 
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in  its  working,  so  Celt  as  they  actually  exist,  could  not  be 
remedied  as  well  in  this  as  in  other  branches  of  the  adminis- 
tration. 

On  the  other  hand,  whatever  may  be  said  against  an  inoome 
tax,  this,  at  least,  in  its  favour,  is  true — ^that  it  would  be  no 
doubtful  experiment,  but  a  measure  of  which  the  result  if 
known,  and  the  success  certain.  Again,  it  is  no  less  true  that 
an  income  tax  is  a  just  form  of  taxation,  and  that  it  is  the  only 
way  in  which  the  mercantile  wealth  of  the  country  can  be  made 
to  contribute  to  the  cost  of  the  Grovemment.  It  is  notoriooi 
that  this  wealth,  which  is  considerable  and  daily  increasing, 
pays  very  little,  in  proportion  to  its  means,  for  the  protection 
and  the  great  advantages  which  it  enjoys  under  British  rule. 
It  is  no  small  reconmiendation  of  a  tax  that  it  should  redreti 
the  great  injustice  which  this  inmiunity  of  so  many  rich  men 
causes  to  all  other  tax-payers.  Admitting,  also,  that  its  waoem 
ment  has  been  hitherto  defective,  this  evil  might  certainly  be 
remedied,  if  the  number  of  persons  liable  to  it  were  largely  re- 
duced, which,  as  I  hope  to  show,  is  possible,  and  if  the  tax  wen 
made  permanent.  Nor  must  we  forget  that^  however  great  the 
alleged  evils  of  an  income  tax  may  be,  they  have  not  prevented 
a  great  many  of  the  most  distinguished  names  in  modem  Indian 
administration  from  expressing  their  approval  of  it. 


CHAPTER  Xm. 

THE  SALT  AND  SUGAR  DUTIES. 

■OVBCBB  OF  BLLT  BUFPLT  TS  YABIOUS  FBOFDnCBS — STBTEM  OF  r^ETTINO 
DTTTIB — OBIOnr  OF  DUUBB — ^A.BOLinOV  OF  OLD  IKTBRKAL  CTSTOICS  DITTIES 
— SALT  AJTD  SnOAB  EXOSPIKD — BATBB  OF  DUTT  YABIED  Uf  DIFFERENT 
FBOYnrCI— FRMVJUITiVJ  LINE  ACB0B8  INDIA — ^BBBOLXmON  IN  1869  TO 
mUAUHB  DUTIBB  AND  ABOLISH  CTT8T0MS  LINE — ^LORD  MATO's  MEASURES 
— ^FITBXHKB  STEPS  TASBN  IN  1878 — DT7TIBS  PARTIALLY  EQUALISED — 
KAIHSD  IN  BOXBAT  AND  MADRAS — ^REDUCED  IN  NORTHERN  INDIA  AND 
BSNeAL — FINAL  REDUCTION  TO  2  RS.  8  ANS.  EXCEPT  IN  BENGAL — 
▲B&ANOEMENIB  WITH  NATIYB  STATES  IN  RAJPUTANA — 8INDH— ABOLI- 
TION OF  CUSTOMS  LINE  IN  1879 — GENERAL  RS817LTS  ON  PRICE— CON- 
SUMPTION AND  REYENUB — ^POSSIBLE  FURTHER  REDUCTION  OF  DUTT^ 
SAI3  IN  BURMA — ^ADMINISTRATION  OF  SALT  DEPARTMENT — SUGAR  DUTIES 
— THEIR  ABOLITION  IN  1878. 

The  changes  carried  out  during  the  administration  of 
Lord  Lytton  in  the  system  of  assessing  and  coUecting 
the  salt  duties  in  India  have  been  extremely  important, 
and,  notwithstanding  large  reductions  over  the  greater 
part  of  India  in  the  rate  at  which  the  duties  were 
levied,  they  now  yield  a  revenue  exceeding  by  nearly 
1,000,000/.  that  which  they  yielded  m  1877-78,  four 
years  ago. 

Properly  to  appreciate  the  measures  that  have  been 
taken,  and  the  policy  by  which  those  measures  have 
been  guided ,  it  is  necessary  to  understand  the  condition 
of  things  which  previously  existed. 

And   first  it  must  be   explained  that  the  circum- 
stances  under  which  the  salt  duties  are  raised  vary 
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greatly  in  different  parts  of  India.  Bengal  and  Assam, 
with  70,000,000  people,  now  get  nearly  the  whole  of 
their  salt  supply  from  England.  Almost  the  only  local 
source  within  easy  reach,  from  which  Bengal  can 
obtain  salt,  is  the  sea,  but  owing  to  the  damp  climate, 
and  the  large  body  of  fresh  water  brought  down  by  the 
numerous  rivers  which  intersect  the  delta  of  the  Ganges, 
the  natural  facilities  for  making  salt  on  the  northern 
coasts  of  the  Bay  of  Bengal  are  not  great.  On  the 
equalisation  of  the  duty  on  salt  manufactured  locally 
and  on  that  imported  by  sea,  the  latter  almost  com- 
pletely supplanted  the  former. 

In  Madras  and  Bombay,  on  the  other  hand,  which 
contain  about  47,000,000  people,  the  manufacture  of 
salt  from  the  sea  is  cheap  and  easy  ;  and  for  these  pre- 
sidencies, as  well  as  for  the  greater  part  of  the  Central 
Provinces  and  the  Native  States  of  Southern  India,  the 
sea  is  the  great  source  of  supply. 

In  Northern  India  the  Punjab  possesses  inexhaust- 
ible supplies  of  rock-salt,  which  is  consumed  by  about 
16,000,000  people.  Throughout  the  Nortli-Western  Pro- 
vinces and  Oudli,  and  in  a  portion  of  the  Central  Pro- 
vinces and  of  tlie  Punjab,  altliough  tliere  are  many 
places  wliere  more  or  less  impure  salts  can  bo  pro- 
duced by  washing  the  soil,  the  home  sources  for  the 
supply  of  good  salt  are  altogether  insufficient ;  47,000,000 
of  our  subjects  depend  almost  entirely  for  their  salt  on 
the  Native  States  of  Raj pu tana,  or  on  places  on  the 
confines  of  those  States,  where  lakes  or  springs  impreg- 
nated with  excellent  salt  occur. 

The  system  under  whi(*h  the  duty  is  levied  also 
varies  in  diflerent  i)rovinces.  In  Madras  the  duty  is 
mostly  collected  under  a  monopoly  by  which  all  salt  b 
manufactured  on  behalf  of  the  Government,  and  sold  al 


ORIGIN  OF  INDIAN  SALT  DUTIES.  217 

a  price  which  gives  a  profit  equivalent  to  the  duty.  In 
Bombay  the  duty  is  chiefly  levied  as  an  excise.  In 
Lower  Bengal  it  is  levied  chiefly  in  the  form  of  a  sea 
customs  import  duty.  In  the  Punjab  the  duty  is  in- 
cluded in  the  selling  price  of  the  rock-salt,  which  is 
dug  and  removed  from  the  mines  and  sold  by  the 
Oovemment.  For  the  rest  of  the  upper  provinces, 
until  1879  the  duty  was  collected  when  the  salt  im- 
ported from  Bajputana  crossed  the  British  frontier ;  it 
is  now  levied  at  the  places  of  production,  where  it  is 
prepared  by  evaporation  from  the  brine  by  a  Govern- 
ment establishment. 

The  origin  of  the  Indian  salt  duties  is  well  ex- 
plained in  the  following  quotation,  taken,  with  some 
unimportant  omissions  and  alterations,  from  a  speech 
by  Lord  Lytton,  made  in  the  Legislative  Council  on 
February  9, 1878  :— 

*  The  taxation  of  salt  is  a  part  of  the  fiscal  system  which  the 
British  Government  inherited  from  the  Native  rulers  of  India. 
The  history  of  our  present  salt  duties  is  a  separate  one  for  each 
province.  Except  in  one  respect,  which  I  will  mention  immedi- 
ately, these  provincial  duties  have  had  no  connection  with  each 
other;  and  hence  that  irregularity  in  their  rates  which  the 
Government  of  India  has  always  desired,  and  is  now  endeavour- 
ing, to  rectify.  The  only  historical  connection  between  these 
local  salt  duties  is  to  be  found  in  the  common  origin  of  additions 
made  to  them  in  connection  with  the  abolition  of  a  mass  of  most 
vexatious  transit  duties  with  which  the  whole  surface  of  this 
Empire  was  formerly  covered.  Under  Native  rule,  tolls  were 
taken  on  all  roads  and  navigable  rivers ;  and,  in  spite  of  their 
irregularity,  these  early  transit  duties  were  probably  less 
harassing  to  trade  than  the  forms  which  they  subsequently 
assumed  under  the  regulations  of  the  East  India  Company ; 
for  those  regulations  added  to  the  original  tolls  all  the  refine- 
ments and  checks  of  an  elaborate  customs  system.  About  half 
a  century  ago  the  Government,  recognising  the  intolerable 
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inconvenience  of  these  multiplied  checks  upon  internal  tnde, 
decided  to  abolish  them  and  substitute  for  them  higher  rates  of 
duty  upon  salt.  This  great  reform  is  mainly  due  to  the  en- 
lightened advice  of  Sir  Charles  Trevelyan,  than  a  member  of  the 
Bengal  Civil  Service.  The  extinction  of  the  condemned  imposts 
involved  a  loss  of  revenue,  in  the  Bombay  Presidency,  amounting 
to  more  than  345,0002.,  whilst  the  enhanced  duty  on  salt  yielded 
only  a  revenue  of  less  than  215,000Z.  In  Madras  the  loss  of 
revenue  was  still  greater.  The  transit  and  inland  customs 
duties  had  yielded  a  net  revenue  of  about  310,000{.,  while  the 
increase  in  the  salt  duty  yielded  less  than  95,000Z. 

*  The  history  of  the  southern  salt  duties  is  thus  not  one 
which  the  Government  of  India  has  any  reason  to  recall  with 
self-reproach.  A  similar  policy  has  been  pursued  in  Bengal 
and  the  upper  provinces  of  India.  The  Bengal  transit  duties 
were  abolished  by  the  Act  of  1836,  and  the  Bengal  salt  duty  was 
fixed  in  the  following  year  at  Rs.  3-4  per  maund.  The  Act  of 
1843  abolished  all  import  and  export  duties  on  the  frontiers  of 
the  North-Westem  Provinces,  with  the  exception  of  the  duties 
on  salt,  sugar,  and  cotton;  and  the  cotton  import  duty  was 
abandoned  in  1855;  the  salt  duty  in  the  North-Westem 
Provinces  having  been  fixed  in  1843  at  Rs.  2  per  maund,  with 
an  additional  assessment  of  R.  1  on  all  salt  i^ssing  eastward  of 
Allahabad.  The  annexation  of  the  Punjab  was  followed  by  an 
increase  of  the  salt  duty  in  that  province ;  but  that  increasie 
was  part  of  a  general  measure  which  extinguished  simultaneously 
all  the  export,  import,  transit,  and  town  duties  pre\'iou8ly  levied- 
It  will  thus  be  seen  that  the  present  system  of  comi>aratively 
high  salt  duties  in  British  India  is  the  result  of  an  enlightened 
and  beneficent  fiscal  policy,  which  has  relieved  British  India 
from  a  multitude  of  mischievous  and  vexatious  im{)osts  on 
internal  commerce;  imposts  described  by  a  eomi>etent  authority 
as  being  "  so  full  of  inequalities,  and  anomalies,  and  complica- 
tions, that  it  would  be  vain  to  inquire  from  what  objections  or 
what  abuses  they  were  free." 

Thus  the  salt  duties  levied  in  the  difierent  provinces 
of  India  had  little  real  connection  with  each  other, 
aod   tlie  rates  at  which    they  were  imposed 
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greatly  from  time  to  time.  From  1869  to  1877  the 
duty  in  Lower  Bengal  was  Be.  3-4  per  maimd  (82  lbs.) ; 
in  the  upper  provinces  Bs.  3 ;  and  in  Madras  and 
Bombay  Bs.  1-13. 

So  long  as  there  were  no  railways,  and  the  means 
of  communication  were  imperfect,  the  inconvenience  of 
these  different  rates  of  duty  in  different  provinces  was 
comparatively  little  felt.  But  to  secure  the  levy  of  the 
duty  on  the  salt  imported  from  Bajputana,  and,  as  com- 
munications were  improved,  to  prevent  the  ingress  of 
salt  taxed  at  lower  rates  into  the  provinces  where  it 
was  more  highly  taxed,  preventive  measures  were 
necessary,  and  there  grew  up  gradually  a  monstrous 
system  to  which  it  would  be  almost  impossible  to  find 
a  parallel  in  any  tolerably  civilised  country. 

A  customs  line  was  established,  which  stretched 
across  the  whole  of  India,  which  in  1869  extended  from 
the  Indus  to  the  Mdhdnadi  in  Madras,  a  distance  of 
2,300  miles;  and  it  was  guarded  by  nearly  12,000 
men  and  petty  officers,  at  an  annual  cost  of  162,000/. 
*  The  Une,'  the  commissioner  of  inland  customs  wrote 
in  his  report  for  1869-70,  *  is  divided  into  110  beats, 
each  presided  over  by  a  patrol,  and  watched  from  1,727 
guard-posts.  A  very  perfect  system  of  patroUing 
exists,  and,  except  in  some  wild  portions  of  the  Central 
Provinces  (where  tigers  bar  the  way  aUke  to  smuggler 
and  customs  officer  after  dark),  goes  on  with  unab 
vigUance  night  and  day.' 

Before  the  latest  changes  were  made  this  i 
customs  line  had  been  partially  reduced,  but  still 
tended  from  a  point  north  of  Attock  on  the  Indus  to 
the  frontier  of  Berar,  a  distance  of  more  than  1,500 
miles,  and  was  guarded  by  some  8,000  men.  If  put 
down  in  Europe,  it  would  have  stretched  from  London 
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to  Constantinople.  Along  the  greater  part  of  its  extent 
it  consisted  of  a  huge  material  barrier,  which  Mr.  Grant 
Duff,  speaking  from  personal  observation,  said  could 
be  compared  to  nothing  else  in  the  world  except  the 
great  wall  of  China ;  it  consisted  principally  of  an  im- 
mense impenetrable  hedge  of  thorny  trees  and  bushes, 
supplemented  by  stone  walls  and  ditches,  across  which 
no  human  being  or  beast  of  burden  or  vehicle  could 
pass  without  being  subjected  to  detention  and  search. 
A  similar  line,  280  miles  in  length,  was  maintained  in 
the  north-eastern  portion  of  the  Bombay  Presidency, 
from  Dohud  to  the  Bunn  of  Cutch. 

It  may  be  easily  imagined  what  great  and  inevitable 
obstruction  to  trade,  what  gross  abuses  and  oppression, 
what  annoyance  and  harassment  to  individuals,  took 
place.  The  interference  was  not  confined  to  the  traffic 
passing  into  British  territory ;  for,  owing  to  the  levy  of 
an  export  duty  on  all  sugar  passing  from  British  terri- 
tory into  Eajputana,  whicli  had  been  retained  after  all 
other  similar  inland  duties  were  removed,  and  to  which 
I  shall  again  refer,  the  same  obstructions  were  offered 
to  the  traffic  passing  in  the  other  direction.  In  spite, 
however,  of  the  evils  inseparable  from  the  existence  of 
an  inland  customs  line,  it  was  impossible  to  dispense  with 
it  so  long  as  we  levied  our  salt  tax  at  difl'erent  rates 
in  different  provinces,  and  had  no  means  of  controlhiig 
the  manufacture  and  taxation  of  salt  produced  in  Native 
States  and  brought  thence  into  our  own  territories. 

Tlie  fliigrant  evils  arising  from  this  state  of  things 
were  long  recognised  by  the  Government  of  India,  but 
nevertheless,  until  ten  or  twelve  years  ago,  it  acted  a* 
if  it  had  little  interest  in  applying  a  remedy,  or  in  facili- 
tating the  supply  of  salt  to  the  jx^ople.  Thus,  for 
example,  salt  from  the  S^mbhar  Lake,  the  most  import- 
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ant  source  of  supply  to  the  North-Westem  Provinces, 
had  to  find  its  way  two  hundred  miles  through  Native 
States,  with  no  roads  or  bridges,  on  the  backs  of  pack- 
cattle  or  camels,  and  subjected  to  imposts  and  exactions 
and  hindrances  of  every  kind,  until  it  came  to  the 
greatest  hindrance  of  all,  our  own  customs  line. 

In  1869,  Lord  Mayo's  Government,  with  the  con- 
currence of  the  Governments  of  Madras  and  Bombay, 
raised  the  salt  duty  in  those  presidencies  by  five  annas 
a  maund,  and  this  was  done  not  merely  to  increase  the 
revenue,  but  chiefly  as  a  step  towards  the  equalisation 
of  the  duties  throughout  India,  and  the  abolition  of  the 
inland  customs  line.  A  still  more  valuable  measure 
taken  by  Lord  Mayo,  in  the  same  direction,  was  the 
acquisition  by  the  British  Government,  under  an  amic- 
able arrangement  with  the  Native  States  of  Jaipur  and 
Jodhpur,  of  the  lease  of  the  Sdmbhar  Salt  Lake,  the 
most  important  of  the  salt  sources  of  Bajputana.  To 
Lord  Mayo  also  belongs  the  honour  of  commencing,  as 
the  first  instalment  of  the  projects  for  railway  extension 
then  happily  conceived,  the  Unes  from  Agra  and  Delhi 
to  the  SAmbhar  lake,  thus  providing  railway  transport 
between  the  salt  sources  of  Bajputana  and  our  own 
territories.  With  the  means  of  communication  which 
formerly  existed,  it  was  physically  impossible  to  bring 
into  Northern  India  a  supply  of  salt  sufficient  for  the 
wants  of  the  people.  During  the  administration  of 
Lord  Northbrook  the  same  policy  was  followed,  and, 
although  the  rates  of  duty  remained  unaltered,  the 
extension  of  the  railways  in  central  India  admitted  of 
a  further  great  step  in  advance,  by  the  aboUtion  in 
1874,  with  practically  no  loss  of  revenue,  of  about 
800  miles  of  the  customs  line  in  the  Central  Provinces 
and  Behar. 
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When  Lord  Lytton  became  Viceroy,  the  whole 
question  of  the  salt  duties  was  reconsidered,  and  the 
result  was  the  declaration  by  the  Government  of  India 
not  only  of  the  policy  which  it  intended  to  follow  in 
connection  with  the  equalisation  of  the  duties  and  the 
abolition  of  the  inland  customs  Une,  but  of  the  principles 
by  which  the  administration  of  the  salt  revenue  ought 
in  future  to  be  regulated.  What  those  principles  are, 
what  has  been  done  towards  carrying  them  into  effect, 
and  what  still  remains  to  be  done,  will  now  be  stated. 

There  can  be  no  doubt  that  salt  is,  in  itself,  a  proper 
subject  of  taxation  in  India.  The  following  extract 
from  a  despatch  by  the  Duke  of  Argyll,  dated  January 
21,  1869,  expresses,  very  clearly  and  accurately,  what 
appears  to  be  the  true  doctrine  : — 

^On  all  grounds  of  general  principles,  salt  is  a  perfectly 
legitimate  subject  of  taxation.  It  is  impossible,  in  any  oomitxy, 
to  reach  the  masses  of  the  population  by  direct  taxes.  If  they 
are  to  contribute  at  all  to  the  expenditure  of  the  State,  it 
must  be  through  taxes  levied  upon  some  articles  of  universal 
consumption.  If  such  taxes  are  fairly  adjusted,  a  large  revenue 
can  be  thus  raised,  not  only  with  less  consciousness  on  the  part 
of  the  people,  but  with  less  real  hardship  upon  them  than  in 
any  other  way  whatever.  There  is  no  other  article  in  India 
answering  this  description  ujKjn  which  any  tax  is  levied.  It 
appears  to  be  the  only  one  which  at  present,  in  that  country, 
can  occupy  the  place  which  is  held  in  our  own  financial  system 
by  the  great  articles  of  consumption  from  which  a  large  part  of 
the  imperial  revenue  is  derived.  I  am  of  opinion,  therefore, 
that  the  salt  tax  in  India  must  continue  to  be  regarded  as  a 
legitimate  and  important  branch  of  the  public  revenue.  It  if 
the  duty,  however,  of  the  Government  to  see  that  such  taxei 
are  not  so  heavy  as  to  bear  unjustly  uix)n  the  i>oor,  by  amounting 
to  a  very  large  percentage  uj)on  their  necessary  exjwndit ure. 
The  best  test  whether  an  indirect  tax  is  oi>en  to  this  objection 
is  to  be  found  in  its  effect  ui)on  consumption. 
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'  I  observe  that  several  of  those  officers  whose  opinions  upon 
this  question  have  been  given  in  the  papers  before  me,  found 
that  opinion  upon  what  they  have  heard,  or  what  they  have  not 
heard,  in  the  way  of  complaint  among  the  native  population ; 
but  this  is  a  very  unsafe  ground  of  judgment ;  it  is  one  of  the 
great  advantages  of  indirect  taxation  that  it  is  so  mixed  up 
with  the  other  elements  of  price  that  it  is  paid  without 
observation  by  the  consimiers.  Even  at  home,  where  the  people 
are  so  much  more  generally  educated,  and  more  accustomed  to 
political  reasoning,  the  heavy  indirect  taxes  formerly  levied 
upon  the  great  articles  of  consumption  were  seldom  complained 
of  by  the  poor ;  they  were  not  themselves  conscious  how  severely 
they  were  afiected  by  those  taxes,  and  how  much  more  of  the 
articles  they  would  consume  if  the  duties  were  lower.  But 
whilst  this  peculiarity  of  indirect  taxation  makes  it  a  most  con- 
venient instrument  of  finance,  it  throws  additional  responsibility 
upon  all  Governments  which  resort  to  it  to  bring  the  most 
enlightened  consideration  to  bear  upon  the  adjustment  of  taxes 
which  may  really  be  very  heavy  and  very  unjust,  without  the 
fact  being  perceived  or  understood  by  those  on  whom  they  fall.' 

In  Sir  John  Strachey's  financial  statement  made  in 
March  1877  it  was  declared  that  the  main  object  of 
the  Government,  and  the  basis  of  its  whole  policy  in 
regard  to  this  question,  was  *  to  aim  at  giving  to  the 
people  throughout  India  the  means  of  obtaining,  with 
the  least  possible  inconvenience,  and  at  the  cheapest 
rate  consistent  with  financial  necessities,  a  supply  of  salt 
the  quantity  of  which  should  be  limited  only  by  the 
capacity  of  the  people  for  consumption.  There  can  be 
no  doubt  that,  in  the  interests  of  the  revenue,  the  best 
system  would  be  that  under  which  we  should  levy 
throughout  India  a  low  rate  of  duty  on  unrestricted  con- 
sumption.' 

Although  it  cannot  be  truly  asserted  that  there  was 
any  part  of  India  in  which  the  actual  supply  of  salt  was 
insufficient  for  the  preservation  of  the  health  of  the 
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people,  and  although  it  is  an  exaggeration  to  say  that 
the  salt  tax  anywhere  pressed  with  extreme  severity 
on  the  poorer  classes,  yet  it  was  not  open  to  question 
that  very  large  numbers  of  our  subjects  failed  to  obtain 
a  full  supply  of  salt,  and  that  the  system  under  which 
high  duties  were  levied  on  a  restricted  consumption 
had  not  even  the  merit  of  being  financially  profitable. 
In  the  Madras  and  Bombay  Presidencies,  where  the 
duties  were  lowest,  and  salt  was  cheap  and  abundant, 
the  average  consumption  of  the  people  per  head  was 
double  that  of  the  people  in  Northern  India,  where 
salt  was  dear,  where  the  duty  was  high,  and  the  supply 
limited ;  and  financially,  the  results  in  the  former  case 
were  far  more  satisfactory  than  in  the  latter.  The 
salt  duties  yielded,  relatively  to  the  population,  a  larger 
revenue  in  Madras  than  in  any  other  part  of  India. 

The  Government  would  have  desired  that  the  duties 
throughout  the  whole  of  India  should  be  at  once 
brought  down  to  the  rates  in  force  in  Madras  and  Bom- 
bay, but  the  immediate  loss  of  revenue  would  have  been 
at  least  1,500,000/.,  and  some  years  must  have  elapsed 
before  increased  consumption  restored  the  revenue  to 
its  former  amount.  It  was  clear  that  the  equahsation 
of  the  duties  throughout  India  was  impracticable,  unless 
while  reducing  the  duties  throughout  the  greater  part 
of  India  some  additions  were  made,  for  a  time  at  least, 
to  the  low  duties  in  Madras  and  Bombay. 

Although  the  financial  difficulties  in  the  way  of 
dealing  with  this  subject  in  a  thoroughly  satisfactory 
way  were  greatly  increased  by  the  necessity,  which 
arose  in  1877-78,  of  imposing  fresli  taxation  to  meet 
the  habilities  caused  by  famine,  that  necessity  at  the 
same  time  diminished  tlie  practical  difficulty  of  en- 
hancing the  salt  duties  in  Madras  and    Bombay,  and 
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prevented  much  opposition  which  would  otherwise  have 
been  inevitable.  Throughout  the  rest  of  India,  rates 
were  imposed  on  the  land,  as  a  part  of  the  so-called 
famine  taxation,  but,  although  no  pledges  were  given 
that  the  exemption  would  be  maintained,  no  such  rates 
were  imposed  in  Madras  and  Bombay,  in  consideration 
of  the  increase  made  in  those  Presidencies  to  the  salt 
duties.  This  fact  has  been  systematically  misinter- 
preted, and  it  is  still  often  asserted  that  the  salt  duties 
were  raised  in  Madras  and  Bombay  as  a  part  of  the 
famine  taxation,  though  the  contrary  was  distinctly 
stated  at  the  time.  The-  measure  was  a  step  towards 
the  equaUsation  and  ultimate  general  reduction  of  duties 
throughout  India. 

It  is  not  necessary  to  state  in  detail  the  measures 
taken,  from  time  to  time,  during  the  last  four  years, 
for  carrjring  out  this  policy,  but  the  main  facts  will 
be  described. 

In  the  beginning  of  1878  the  duty  on  salt  in  the 
Madras  and  Bombay  Presidencies  was  raised  from 
lis.  1-13  to  Rs.2-8  per  maund.  In  Northern  India  it  was 
at  the  same  time  reduced  from  Ks.  3  to  Rs.  2-12,  and 
in  Bengal  from  Rs.  3-4  to  Rs.  3  ;  a  further  reduction 
\vas  made  in  July  of  the  same  year  to  Rs.  2-8  in 
Northern  India,  and  Rs.  2-14  in  Bengal.  In  1878 
agreements  were  completed  with  the  Native  States  of 
Rajputana  under  which  tlie  British  Government  ob 
tained  leases  of  all  the  more  important  remaining  salt 
sources,  and  on  April  1,  1879,  the  whole  customs  line, 
with  a  small  exception  on  the  Indus,  was  abolislied, 
and  its  abolition  led  to  a  direct  saving  of  expenditure 
on  the  preventive  establishments  of  about  l()t),U()0/.  a 
year.  The  leases  of  the  salt  sources  were  framed  on 
the  precedent  of  the  lease  sanctioned  by  Lord  Mayo, 
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under  which  the  Sdmbhar  Lake  had  been  managed  for 
nine  years,  without  any  friction  with  the  Native  States, 
and  with  most  beneficial  results  on  the  price  of  salt 
Ample  compensation  was  paid  to  manufacturers  and 
others  interested  in  the  salt-works.  The  chiefs  were 
treated  with  liberality;  they  were  fully  compensated 
for  all  loss  of  revenue,  and  there  is  every  reason  to  be- 
lieve that  they  were  and  are  well  satisfied  with  the 
terms  which  they  obtained.  But,  as  an  unavoidable 
consequence  of  the  new  system,  and  one  without  whicn 
the  relief  of  our  own  subjects  would  have  been  im- 
practicable, tlie  people  of  the  Native  States  in  question 
became  generally  liable  to  the  payment  of  the  British 
salt  duty  ;  a  portion,  however,  of  the  population  still 
obtains  salt  free  of  that  duty,  and  another  portion  pays 
only  half  the  usual  rate.  Efforts  were  made,  in  carrying 
out  these  indispensable  measures,  to  give  to  the  people, 
as  far  as  possible,  compensation  for  the  new  salt  tax 
so  imposed  on  them.  In  four  of  the  States,  all  transit 
duties  on  poods  of  every  kind  were  al)olislied,  and  in 
all  tlie  States  witli  whioli  agreements  were  made  it  wa5 
8ti|)ulated  that  no  transit  duties  on  salt  should  continue 
to  be  i!ni)osed.  Relief  was  also  given  by  the  removal 
from  April  1,  1878,  of  the  duties  formerly  levied  on  all 
sugar  exported  across  the  customs  line  from  our  own 
territories,  which  fell  mainly  on  the  people  of  llio 
Native  States  of  Kaji)utaiia.  These  sugar  duties  will  lx» 
more  particularly  referred  to  hereafter. 

In  Central  India  the  new  arrangements  have  worketl 
very  satisfactorily.  Some  difficulties  have  occurriHl 
with  the  Maharaja  Ilolkar  alone,  certainly  through  no 
fault  or  want  of  liberality  on  the  |)art  of  the  Britie^h 
Ciovernment.  The  Maharaja  Scindia,  and  all  the 
other  chiefs  with  whom  agreements  have  been  madt, 
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have  declared  themselves  thoroughly  satisfied.  *  Salt,' 
wrote  the  Governor-General's  Agent,  Sir  Henry  Daly, 
on  November  20,  1880,  *  is  cheaper  in  Indore  than 
it  was  in  1875,  and  in  all  the  eastern  parts  of  Central 
India  the  benefit  to  the  consumers  has  been  great.  The 
salt,  except  in  Holljar's  State,  is  untrammelled  by  petty 
dues ;  and  to  the  poor  is  at  a  price  before  unknown. 
Scindia  admits  that  he  has  been  handsomely  treated ; 
and  I  have  heard  no  chief  with  whom  we  •have  dealt 
say  otherwise.  I  urged  Uberality  in  every  case ;  and 
liberahty  was  observed.  .  .  .  Everywhere  throughout 
Central  India  the  price  shows  that  salt  is  a  commodity 
within  the  reach  of  the  poorest.' 

In  Bajputana  the  Agent  to  the  Governor-General, 
Colonel  Bradford,  wrote,  December  4,  1880,  that  *  the 
salt  arrangements  are  working  most  satisfactorily.' 
The  price  of  salt  was  necessarily  increased  in  some 
of  the  States  where  salt  is  produced,  but  in  this  respect 
matters  go  on  improving  as  trade  adjusts  itself  to  the 
new  conditions.  That  the  income  of  the  chiefs  is 
greater  now  than  before  the  new  arrangements  were 
made,  is  said  by  Colonel  Bradford  to  be  indisputable. 

In  connection  with  this  subject,  it  must  be  remem- 
bered that  the  Britisli  Government  has  now  nearly 
completed,  entirely  at  its  own  risk  and  at  a  cost  of 
some  10,000,000/.,  the  railways  running  through  the 
Native  States  of  Eajputana  and  Central  India.  The 
benefit  thus  conferred  on  the  people  of  these  States 
has  been  enormous.  No  part  of  India  was  formerly 
more  completely  cut  off  from  communication  witli  the 
sea-board  and  with  the  great  trading  marts  of  the 
country.  The  transport  of  every  article  of  trade  has 
now  been  cheapened  ;  and  wherever  the  railways  have 
displaced   road   traffic,  the  onerous  transit  duties    on 

Q  2 
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almost  every  article  of  consumption,  from  which  ' 
people  of  these  States  have  long  suffered,  have  cea: 
to  be  collected. 

These  measures,  by  which  the  British  Governm 
obtained  the  control  of  the  salt  manufacture  in  Riij] 
tana,  and  without  which  the  abolition  of  the  ink 
customs  Une  would  liavc  been  impossible,  were  : 
expected  to  give  any  direct  profit  to  our  revenue, 
the  contrary,  they  were  expected,  in  the  first  instan 
to  lead  to  an  annual  loss  of  about  48,000/.,  which  it  \ 
believed  would  in  time  be  made  up  by  inc^rea.sed  c 
sumption  in  British  territory,  following  the  reduction 
the  cost  of  salt.  It  is  too  soon  to  speak  confident 
but  it  now  appears  probable  that  the  additional  re 
nue  received  from  tlie  salt  consumed  in  the  Nat 
States,  together  with  the  amount  saved  by  the  al)olit; 
of  the  customs  line,  will  considerably  exceed  the  ann 
expenditure  on  account  of  compensation  to  the  Stat 
and  the  loss  on  account  of  sugar  duties,  which  have  a 
been  reUnquislied. 

If  this  anticipation  should  be  fulfilled,  and  the  ii 
arrangements,  indepeiidently  of  their  ellcct  on  the  ptM»| 
of  our  own  territories,  should  prove  financially  pn» 
able,  it  will  be  cause  for  satisfaction.  It  has  Ik 
generally  felt  that  the  Native  ^^tates  throughout  Iii' 
ought  to  make  much  larger  contributions  tcAvar(l>  \ 
general  expenses  of  the  Empire  than  we  now  recci 
from  them.  For  the  maintenance  throughout  India 
|)eace  and  tranrjuillity,  they  |)ay,  for  the  uu)>{  p;i 
almost  nothing,  and  these  inestimable  benefits  are  mail 
providinl  for  them  at  tlie  cost  of  our  own  subjects, 
many  cases,  however,  a  partial  remedy  has  been  suppli 
by  the  operation  of  our  salt  duties.  Thus  the  J^tale^ 
the  Nizam,  all  the  Native  State>  of  the  Tunjab,  and  ollu 
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in  other  parts  of  India,  derive  their  suppUes  of  salt, 
wholly  or  in  part,  from  sources  where  the  British  duty 
has  been  levied,  and  these  States  thus  contribute  indi- 
rectly towards  the  revenue  of  the  British  Government. 
Hitherto,  with  unimportant  exceptions,  no  contributions 
of  this  or  any  kind  have  been  made  by  the  Native  States 
of  Eajputana,  and  if  the  new  arrangements  should  give 
some  direct  financial  gain  to  our  treasury,  they  will  in 
truth  cause  the  partial  removal  of  an  injustice,  not 
inflict  one. 

The  great  customs  line  ceased  to  exist  in  April  1879, 
and  there  was  an  end  to  those  artificial  obstructions  to 
the  free  development  of  trade  which  had  so  long 
checked  the  supply  of  salt  to  the  people.  With  it 
disappeared  one  of  the  greatest  opprobria  of  British  rule 
in  India.  Lord  Lytton,  speaking  on  this  subject  in  the 
Legislative  Council  in  February  1878,  said  that  the 
maintenance  of  this  line  was  '  a  great  commercial  and 
poUtical  scandal,'  and  tliat  he  '  sincerely  trusted  that  tlie 
history  of  his  administration  might  be  associated  with  its 
removal.'  It  is  a  cause  of  great  satisfaction  that  this 
hope  has  been  fulfilled. 

The  salt  revenue  in  the  province  of  Sindh  was, 
before  1878,  raised  by  a  system  of  sale  by  contract. 
This  system  was  extremely  defective,  led  to  much 
smuggUng,  and  produced  a  revenue  very  small  in  pro- 
portion to  the  population.  At  the  beginning  of  1878, 
the  system  in  Sindh  was  assimilated  to  that  in  Bombay, 
and  the  duty  was  raised  to  the  same  level,  namely, 
Es.  2-8  per  maund. 

The  general  result  of  all  these  measures  was,  that 
while  the  Government  was  compelled,  for  a  time  only  as 
it  beUeved,  to  increase  the  rate  of  duty  on  the  salt  con- 
sumed  by  47,000,000   of  our  subjects,  the  rate  was 
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reduced  throughout  the  greater  part  of  India,  to  the 
relief  of  148,000,000. 

Complete  figures  to  show  the  difference  between  the 
present  prices  of  salt  in  various  parts  of  India,  and  those 
which  prevailed  before  the  first  steps  in  the  new  policy 
were  taken,  cannot  be  given,  but  the  following  hcts  are 
interesting. 

At  the  chief  salt  mart  in  Northern  India,  Agra,  in 
January  1868,  good  average  Sdmbhar  salt  was  selling 
wholesale  at  Rs.  5-8  per  maund.  In  1869  the  price  was 
Rs.  6.  In  1876  it  had  fallen  to  Rs.  4-6,  and  in  1880  to 
Rs.  3-3.  Thus,  a  reduction  of  about  40  per  cent,  in  the 
price  of  the  most  important  salt  in  Northern  India  has 
been  secured  at  the  cost  of  a  reduction  of  16;^  per  cent, 
in  the  duty.  The  increased  duty  in  Southern  India  has 
necessarily  increased  the  price  of  salt  there,  but  to  a 
smaller  extent  than  might  have  been  anticipated.  In 
1877,  before  the  last  increase  of  duty,  the  average  price 
of  salt  in  the  Madras  Presidency  was  Rs.  2-12  per  maund, 
wliile  in  1880  it  was  Rs.  3-5.  Tliis  signifies,  taking  the 
average  annual  consumption  at  12  lbs.  per  liead,  that 
each  person  lias  to  spend  in  the  whole  year  upon  salt 
about  2(L  more  than  he  spent  before.  The  increase 
of  price  in  the  Bombay  Presidency  has  been  nearly  the 
same  as  in  Madras.  On  the  other  hand  the  extension  of 
railway  communication  has  done  much  to  lessen  the 
price  of  salt  over  a  great  part  of  the  country.  In  the 
sixicch  already  quoted.  Lord  Lytton  observed — 

*  Nor  should  it  Ik?  forgotten,  I  think,  when  we  come  to  con- 
sider the  praetieul  iiieidenceof  the  existing  salt  duties  upon  tfc»» 
poorer  {Mirtion  of  the  population,  that  the  extension  of  railwav 
coirimunication  has  done  much  to  chea]>€*n  the  virtual  price  of 
salt  to  the  j)eoj)le.  For  instance,  the  lines  which  now  connect 
Bombay  with  Beypur  and  Madras,  ou  the  one  side,  and  Jmih 
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balptur  and  Nagpor  on  the  other,  and  those  which  connect 
Negapatam  with  Tuticorin,  carry  salt  from  the  sea-coast  to  the 
interior  at  the  rate  of  one  anna  {lid.)  per  maund  for  about 
every  fifty  miles.  Thus  the  carriage  of  a  maund  of  salt  from 
Madras  or  Bombay  to  any  intermediate  railway  station  does  not 
now  exceed  eight  annas,  which  is  considerably  less  than  the  old 
cost  of  carriage  by  road,  and  may  be  fairly  reckoned  in  favour 
of  the  consumer,  against  the  corresponding  increase  of  duty. 

'  Similarly,  in  the  Bengal  Presidency,  the  present  railroads 
have  placed  a  great  part  of  the  country  in  immediate  communi- 
cation with  the  sea-coast  and  internal  salt  sources ;  so  that,  in 
spite  of  the  continued  imposition  (in  the  past)  of  comparatively 
high  duties,  the  development  of  railway  communication  has 
cheapened  the  price  of  salt  over  a  great  part  of  the  country ; 
and  further  reductions  in  the  price  of  salt  may  consequently 
be  expected  from  further  progress  in  the  development  of  railway 
communication/ 

The  effect  of  these  measures  on  the  consumption  of 
salt  and  on  the  public  revenue  will  next  be  shown. 

In  1870-71  the  total  consumption  of  duty-paying 
salt  in  India  was  23,031,000  maunds,^  and  the  net  salt 
revenue  was  5,686,335/.  In  the  three  years  preceding 
1877-78,  when  the  rates  of  duty  were  altered,  the  total 
average  annual  consumption  was  24,218,000  maunds, 
and  the  average  net  revenue  was  5,739,460/.  Since  the 
alteration  in  the  duties,  the  total  consumption  and  the 
total  revenue  have  steadily  increased.  In  1879-80  the 
consumption  had  risen  to  27,861,000  maunds,  and  the 
net  revenue  had  risen  to  6,895,713/.,  an  increase  in  three 
years  of  more  than  1,000,000/.  In  1880-81  there  has 
been  a  decline  in  the  consumption  to  27,240,000  maundy, 
and  of  the  net  revenue  to  6,572,000/.  This  is  attributed 
partly  to  an  artificial  stimulus  given  to  the  sale  of 
Sdmbhar  salt  in  the  previous  year,  and  partly  to  the 
ordinary  fluctuation  of  trade. 

'  The  maund  equals  82f  lbs. ;  a  ton  contains  27|  maunds. 
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The  reform  commenced  in  the  course  of  the  year 
1877-78,  and  was  not  completed  until  the  end  of  the 
year  1878-79.  It  will  therefore  be  best  to  compare  the 
average  consumption  of  the  years  1875-76  and  1876 
-77  with  that  of  the  years  1879-80  and  1880-81.  It 
will  be  found  that  the  increase  has  been  universal. 
In  Bengal,  where  the  duty  was  reduced  from  Es.  3-4  to 
Rs.  2-14  per  maund,  the  average  consumption  has 
risen  from  8,014,000  to  8,877,000  inaunds,  but  there 
has  been  a  loss  of  duty  amounting  to  48,000/.  In 
Northern  India  where  the  duty  was  reduced  from 
Es.  3  to  Rs.  2-8,  and  the  place  of  levy  removed  from  the 
customs  line  to  the  sources  of  production,  the  consump- 
tion has  increased  from  4,517,000  maunds  to  6,155,000 
maunds,  and  the  duty  levied  from  1,334,000/.  to 
1,519,000/.  In  Madras  and  Bombay,  w^hich  should 
be  taken  together,  since  the  west  coast  of  Madras  is 
chiefly  but  not  wholly  supplied  with  salt  from  Bombay, 
wliile  Madras  chiefly  Init  not  wholly  su])plies  Mysr»re 
and  tlie  Nizam's  territory,  the  dutv  was  raiscnl  from 
Its.  1-13  to  Rs.  2-8  ;  nevertheless,  the  consumptiim  hiv^ 
increased  from  10,078,000  maunds  to  10,923,000  maunds 
and  the  dutv  from  2,001,905/.  to  2,727,800/.     For  tlit- 

ft- 

Avhole  of  India  the  average    annual  ronsum[)tion  ro<<* 

from   24,424,000    maunds    in   1875-77    to    27,550,00(1 

maunds  in  1879-81,  the  revenue  increasing  at  the  same 

time  from  5,99(),()(I0/.  to  (;,8:>4,(M)()/. 

The  niainti*nane(»  and  even  increase  of  the  con.sump- 

tion  in  s])it(»  of  tlie  increase  of  the  duties  in  Madras  ami 

liombav  is  ri'markal)l(\     The  increase  of  annual  taxati<m 

which  the  nu^asure  involved  Avas  estimated  at  about  twi^ 

T)eiice  a  head,  distributed  over  the*  \{"dY  h\  almost  dailv 
•  •  »  •  • 

in<talm(»nts,  each  of  them  in(init(^simallv  small.    The  fart 
a])pears  to  be  that,  when,  in  consecpumce  of  the  abund- 
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ance  of  supply  and  lowness  of  price,  the  people  of  a 
country  have  become  accustomed  to  consume  a  con- 
siderable quantity  of  ^t  per  head,  a  small  increase  in 
the  cost  of  salt  will  have  a  very  slight  effect  in  altering 
their  habits  and  diminishing  the  quantity  which  they 
consume,  and  will  interfere  little  with  the  growth  of 
consumption  following  increased  population,  and  ex- 
tended cheap  railway  transport. 

Such  considerations  as  these  indicate  another  and 
a  very  important  conclusion.  It  appears  highly  probable 
that  if  the  poUcy  that  has  been  described  is  followed  for 
some  years  to  come,  the  average  consumption  per  head 
of  the  population  will  increase  in  the  other  parts  of  India 
to  an  amount  as  high  as  that  which  already  prevails 
in  Madras  and  Bombay  ;  and  that  with  a  uniform  duty 
throughout  India,  at  a  rate  lower  than  the  lowest  now 
in  force,  and  coincidently  with  a  general  reduction  in 
the  price  of  salt  to  the  people,  the  revenue  will  become 
several  millions  larger  than  it  is  at  the  present  time. 
If  these  anticipations  should  be  fulfilled,  the  Govern- 
ment wiU  have  in  its  hands  a  financial  engine  of  im- 
mense power  ;  for  it  will  be  able,  for  the  purpose  of 
meeting  any  serious  emergency,  to  obtain  temporarily, 
by  a  small  increase  of  duty,  a  large  increase  of  revenue, 
and  this  almost  without  the  people  being  conscious  that 
any  addition  has  been  made  to  their  burdens.  But 
these  results  will  only  be  attained  if  we  steadily  perse- 
vere in  the  course  that  has  lately  been  followed  ;  we 
must  finally  abandon  the  erroneous  notion  that  it  is 
profitable  to  levy  the  salt  tax  at  a  high  rate  on  a 
restricted  consumption,  and  resolve  to  act  at  all  times 
on  the  only  sound  principle,  that  the  interests  of  the 
people  and  of  the  public  revenue  are  identical ;  for 
we  shall  receive  the  largest  possible  revenue  when  the 
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salt  duties  are  low,  and  when  the  people  throughout 
India  obtain  *  an  unlimited  supply  of  salt  at  the 
cheapest  possible  cost.'  No  time  could  be  more  favour- 
able than  the  present  for  taking  another  step  in  this 
direction,  by  a  large  and  general  reduction  in  the  salt 
duties.  The  condition  of  the  finances  is  so  prosper- 
ous that  a  temporary  loss  of  revenue  could  well  be 
afibrded,  but  this  would  rapidly  diminish,  and  the  salt 
revenue  would  before  long  be  in  a  far  more  satisfactory 
condition  than  any  which  has  hitherto  existed. 

Although  the  wisdom  of  these  reforms  is  plainly 
shown  by  their  residts,  it  must  not  be  supposed  that  the 
increased  consumption  of  salt  and  the  improvement 
in  the  revenue  have  been  exclusively  due  to  the 
reduction  and  equalisation  of  the  duties,  and  to  the 
removal  of  the  hindrances  to  trade  caused  by  the  inland 
customs  line.  The  extension  of  railways,  the  general 
improvement  in  the  means  of  communication,  the  open- 
ing out  of  new  markets,  and  the  increasing  prosj)erily 
of  the  country,  h^ve  all  powerfully  contributed  to  the 
results  which  have  been  obtained  ;  and  witlnnit 
support  of  this  kind  the  policy  which  has  Ixvn 
adopted  could  not  have  succeeded.  Until  the  last  few 
years  the  means  of  supply  and  transport  throughout 
the  greater  part  of  India  were  most  inii)erfect,  and  the 
quantity  of  salt  available  for  consunii)tion  was  liniiteil 
by  material  causes,  and  not  by  the  requirements  of  the 
people.  So  long  as  this  was  true,  many  of  the  essential 
conditions  of  success  for  a  policy  which  aims  at  raisinj; 
the  salt  revenue  without  placing  any  avoidable  restric- 
tions on  the  consumption  of  the  country,  were  absent. 

The  amount  of  duty  is  obviously  only  one  among 
the  numerous  causes  by  which  the  price  of  salt  is 
affected 9  and  it  is  clear  that  it  can  by  no  means  be 
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assumed  that  reduction  of  duty  will  always  be  at  once 
followed  by  reduction  of  price  ;  but  it  is  equally  clear 
that,  although  in  some  particular  place  and  province  the 
price  of  salt  may  be  as  high  after  the  reduction  of  duty 
as  it  was  before,  this  affords  no  evidence  that  the  reduc- 
tion was  unwise.  Whatever  may  happen  for  a  time,  it 
is  certain  that  if  trade  be  free,  and  the  means  of  com- 
munication sufficient,  every  reduction  of  duty  must  ulti- 
mately contribute  to  a  reduction  of  price  and  to  an 
increase  of  consumption. 

During  the  last  eight  years  the  average  rate  of  duty 
for  the  whole  of  India  has  only  varied  between  a  mini- 
mum of  Rs.  2*43  per  maund  in  1875-76  and  a  maximum 
of  Es.  256  per  maund  in  1878-79,  the  mean  for  the 
entire  period  being  Es.  2*48.  It  was  in  view  of  this 
that  in  the  measures  of  the  last  four  years,  which  aimed 
at  estabUshing  throughout  India  a  uniform  duty,  the 
Government  adopted  as  nearly  as  possible  the  existing 
average  rate ;  thereby  alike  avoiding  any  loss  of  reve- 
nue which  could  not  then  be  spared,  and  any  increase 
to  the  average  burden  on  the  people.  The  rate  fixed 
was  therefore  Es.  2-8  per  maund,  equivalent  to  five 
eighths  of  a  penny  per  pound.  This  rate  is  now  in  force 
everywhere  except  in  the  Trans-Indus  territory  of  the 
Punjab,  in  the  greater  part  of  Lower  Bengal  and  in 
British  Burma. 

Most  of  the  salt  produced  Trans-Indus  is  exported 
into  Afghanistan,  and  is  charged  with  extremely  low 
rates  of  duty  for  reasons  chiefly  of  a  poUtical  character. 
This,  however,  involves  the  maintenance  of  a  customs  Une 
for  some  400  miles  along  the  Indus.  There  seems  to  be 
no  sufficient  reason  for  not  raising  the  duty  to  the  rate 
prevailing  in  the  Punjab,  which  would  enable  the  Govern- 
ment to  get  rid  of  this  last  fragment  of  the  customs  line. 
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The  duty  in  Bengal,  which  is  now  Es.  2  14  per 
niaund,  should  be  immediately  reduced  by  6  annas. 
Increase  of  consumption  would  soon  make  good  the 
temporary  loss  of  revenue.  It  must  not  be  forgotten 
that  the  difference  between  the  rate  of  duty  levied  on 
Liverpool  salt  in  Bengal  and  that  ijnposed  on  salt  pro- 
duced in  Northern  India  was  formerly  4  annas  and  is 
now  6  annas  a  maund.  The  Salt  Chamber  of  Commerce 
of  Cheshire  and  Worcestershire  represented  early  in 
1880  that  Liverpool  salt  had  thus  been  placed  at  an 
unfair  disadvantage,  and  that  it  had  been  driven  out 
of  markets  formerly  supplied  by  it.^  The  latter  state- 
ment is  perhaps  a  mistake,  but  it  is  impossible  to  deny 
the  general  justice  of  the  complaint.  Ix)rd  Lytton  was 
very  anxious  at  the  commencement  of  1880-81  to  apply 
an  immediate  remedy,  but,  pending  further  inquiry, 
this  was  delayed.  It  is  impossible  to  defend  the  main- 
tenance of  this  differential  duty,  and  there  can  be  no 
doubt  that  the  Liverpool  and  the  Indian  sah  ouLdit,  in 
respe(it  of  the  rate  of  duty,  to  be  phiced  on  prei-isi'ly 
tlie  same  footing. 

In  British  Burma  an  important  reform  remains  u* 
be  carried  out.  Salt  is  now  taxed  at  the  nearlv  nominal 
rate  of  three  annas  i)er  maund.  It  has  long  bt^on  re- 
cognifc^ed  by  the  most  exi)erien('ed  local  authorities  that 
it  would  be  highly  desirable  to  abolish  the  prestMit 
objectionable  capitation  tax,  and  impose  a  duty  on  >alt 
at  the  Indian  rate.  A  salt  duty  could  not,  while  the 
population  of  the  province  renuiins  small,  pHKhn^e  Mt 
much  revenue  as  the  capitation  tax,  but  it  would  re- 
place it  to  a  considerable  extent.  Indeed,  there  woul<l 
probably  be  no  loss  at  all,  if  the  pcoj)le  of  Up[)er  Burma, 
who  now  obtain  their  chief  supplies   of  salt   from  uur 

*  Seo  Fiiiuncial  8taUmciit  fur  Ifc^O-bl,  paiagrapL  04, 
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territory,  were  obliged  to  contribute  to  our  revenue  by 
paying  duty  on  the  salt  which  they  consume.  '  I  do  not 
see/  Sir  C.  Aitchison,  the  Chief  Commissioner,  wrote 
in  1 878,  '  any  objection  to  the  enhancement  of  the  salt 
duty  in  Burma.  The  ordinary  objection  to  a  tax  on 
necessaries,  as  lowering  the  condition  of  the  labouring 
classes,  hardly  applies  to  the  present  circumstances  of 
the  country.  The  standard  of  comfort  of  the  labouring 
class  is  higher  than  in  other  Indian  provinces.  The 
rate  of  wages  is  very  considerably  higher,  while  the 
staple  food  of  the  working  classes  is  not  correspondingly 
dear.  From  certain  calculations  I  have  made  of  the 
relation  of  wages  to  the  price  of  various  staple  articles 
of  food,  I  estimate  that,  roughly  speaking,  a  labouring 
man  in  Burma  is  twice  as  well  off  as  his  fellows  in  the 
North -Western  Provinces,  the  Central  Provinces,  or  the 
Punjab  ;  he  gets  far  more  from  his  labour,  and  does  not 
pay  very  much  more  for  his  food.' 

No  such  enhancement  of  the  salt  duties  is  at  the 
present  time  possible,  because  the  British  Government 
is  obliged,  by  its  treaty  engagements,  to  supply  salt  to 
Upper  Burma  at  the  rate  of  1  per  cent,  ad  valorem^  or 
about  one-half  pie,  or  a  small  fraction  of  a  farthing,  per 
maund.  Upper  Burma  is  almost  entirely  dependent  on 
us  for  its  salt  supply,  and,  while  the  treaties  remain  in 
force,  we  could  not  largely  increase  the  duty  in  our  own 
territories  without  the  certainty  that  our  attempts  to 
raise  a  higher  revenue  would  be,  to  a  great  extent, 
frustrated  by  smuggling  from  Upper  Burma.  It  is  to  be 
hoped  that  a  revision  of  the  treaties  may  before  long 
remove  this  obstacle  to  an  important  fiscal  reform,  and 
meanwhile  the  subject  ought  to  be  kept  in  view  by 
the  Government. 

Before  leaving  the  subject  of  Salt,  it  must  be  ob- 
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served  that  one  great  improvement  still  remains  to  be 
carried  out.  The  salt  department  throughout  India 
ought  undoubtedly  to  be  administered  by  the  Supreme 
Government,  and  not  by  the  Local  Governments  as  is 
now  the  case  in  the  greater  part  of  India.  The  evils  of 
divided  management  are  strongly  felt.  There  are,  of 
course,  some  most  important  functions  which  the  Local 
Governments  can  alone  exercise ;  they  alone  can  judge 
how  far  it  is  wise  and  right  to  enforce  the  salt  laws 
in  their  absolute  rigour;  they  alone  can  take  care 
that  the  operation  of  the  tax  does  not  become  oppres- 
sive, and  they  alone  can  suggest  efficient  measures 
for  mitigating  its  severity  by  the  improvement  of  the 
communications,  by  the  encouragement  of  local  manu- 
facture, or  other  means  of  a  local  kind.  But,  without 
depriving  the  Local  Governments  of  their  jurisdiction, 
or  exempting  them  from  their  obligations  in  such 
matters,  justice  to  the  taxpayers  throughout  India 
requires  that  the  salt  tax  sliould  be  in  the  main  regu- 
lated and  administered  by  tlie  Central  Government. 

The  Salt  Department  is  already  administered  directly 
by  the  Government  of  India  in  the  North -Western  and 
Central  Provinces,  Oudli,  and  the  Punjab,  and  in  Cen- 
tral India  and  Rajputana,  and  with  most  satisfactory 
results.  Conflicts  between  the  Local  Governments  and 
the  Salt  Department  or  the  Central  Government  are 
unknown.  It  would  be  most  desirable  to  ap})ly  the  same 
procedure  to  the  rest  of  India,  and  thus  to  utilise  for 
the  general  advantage  the  exj)ericnce  gathered  in  variou;* 
parts  of  the  country.  Another  reason  for  making  the 
administration  of  the  salt  revenue  im|)erial  is  tlie  fan 
that  the  revenue  brought  to  account  in  each  province 
is  not  the  duty  levied  upon  the  consumption  of  sah 
within  the  province.     lk)mbay  supplies  salt  to  Madras, 
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Bengal,  the  Central  Provinces,  and  the  Native  States  of 
Central  India.  Madras  salt  goes  to  Mysore  and  Hyder- 
abad, as  well  as  to  the  Central  Provinces.  The  Imperial 
Government  can  alone  administer  the  salt  revenue  with 
a  view  to  the  interests  of  those  provinces  where  the 
salt  is  consumed  as  well  as  of  those  where  it  is  pro- 
duced. Difficulties  and  disputes  have  not  unfrequently 
arisen  fix)m  the  contention  of  these  interests. 

The  fact  that  the  inland  customs  line  was  used, 
until  the  year  1878,  for  the  purpose  of  levying  duties 
on  Sugar  as  well  as  on  Salt,  has  been  already  referred  to ; 
and  the  aboUtion  of  these  duties,  which  were  more 
than  once  characterised  as  '  the  most  discreditable  rehc 
of  the  dark  ages  of  taxation  that  exists  in  India,'  must 
be  mentioned  among  the  useful  measures  of  Lord 
Lytton's  administration.  The  following  description  of 
them,  and  of  the  considerations  which  led  to  their  ex- 
tinction, is  taken  from  Sir  John  Strachey's  Financial 
Statement  for  1877-78  :— 

*  I  have  alluded  to  the  duties  levied  on  sugar  exported  across 
the  inland  customs  line.  These  are  one  rupee  per  maund  on 
refined  sugar,  and  six  annas  per  maund  on  unrefined  sugar,  or 
saccharine  produce.  Except  where  the  line  runs  along  the  left 
bank  of  the  Indus,  exports  across  it  are  taken  to  Native  States ; 
but,  when  it  passes  the  Indus,  the  sugar  is  merely  taken  from 
one  part  of  British  territory  to  another.  This  sugar  is  all  the 
produce  of  our  own  people  in  the  North- Western  Provinces, 
Oiidh,  and  the  Punjab ;  it  is  one  of  the  most  important  agricul- 
tural staples  of  those  provinces  ;  and  it  is  important  not  only  to 
agriculturists  and  manufacturers  and  consumers,  but  directly 
to  the  Government,  which  looks  greatly  to  sugar  cultivation 
for  its  irrigation  revenue. 

*  WTiile  we  are  taxing  heavily  our  own  sugar  grown  on  the 
east  of  the  customs  line  for  the  supply  of  the  country  beyond 
it,  we  admit  into  the  same  country  the  Mauritius  sugar,  which 
is  imported  largely  to  Bombay,  taxed  at  a  much  lower  rate.  It 
is  calculated  that  the  inland  customs  duty  is  equivalent  to  10 
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per  cent,  on  the  value ;  but  the  incidence  of  the  duty  varies 
considerably,  particularly  on  refined  sugar.  In  the  cheaper 
kinds  the  duty  is  equivalent  to  more  than  20  per  cent,  on  its 
value.  The  sea  import  duty  on  Mauritius  sugar  is  5  per  cent. 
dd  valorem.  I  do  not  assert  that  there  is,  at  present,  anj 
great  competition  between  the  sugar  of  the  up[)er  provinces 
of  this  presidency  and  foreign  sugar;  but  as  far  as  com|ieti- 
tion  exists,  the  inland  customs  duty  acts  as  a  protective 
duty  in  favour  of  foreign  and  against  our  own  sugar ;  to  this 
extent  the  duty  must  fall  on  the  producer  within  the  customs 
line.  The  competition  will  be  more  apparent  and  severe  when 
the  connection  of  the  Kajputana  State  Railway  with  the  Bombay 
and  Baroda  line  is  completed. 

*  Jjittle  or  no  sugar  is  grown  in  Kajputana  or  Central  India ; 
and  the  increase  of  price  caused  by  the  inland  customs  line  must 
tend  to  diminish  consumption,  and  so,  still  further,  to  injure  the 
producer.  It  is  impossible  to  estimate  the  injury  to  the  people 
and  to  the  Government  caused  by  placing  artificial  obstruction:: 
on  the  exj^ort  of  one  of  the  great  agricultural  staples  of  the 
country ;  and  such  obstructions  obviou^^ly  affect  not  only  the 
export  but  the  import  trade  as  well.  The  Government  of  India 
has  rei>eatedly  urged  u[X)n  Native  States  the  jx^licy  ofal>>lishing 
their  transit  duties,  but  it  is  ditlieult  to  see  with  what  con^i^• 
tency  we  can  do  this,  so  long  as  we  retain  sugar  duties.  Thej 
yield  about  IGofiOOL  a  ye<ir.' 

These  duties  were  altogether  abolished  on  April  U 
1878,  with  the  ii[)proval  of  everyone  wiio  could  appre- 
ciate tlieir  mischievous  and  discreditable  charainer. 
Arguments  were  used  in  tlieir  defence,  it  is  true,  founded 
on  the  belief  that  their  existence  was  probably  unknown 
to  the  sugar  growers  in  our  provinces,  and  that  they 
were  virtually  paid  by  the  consumers  in  Kajputana. 
Jiut  the  ignorance  of  t lie  peasants  of  the  North-\Ve!»l 
Provinces  did  not  all'ect  the  inlerl'erence  of  the  duiie? 
with  the  growtli  of  sugar,  nor  did  the  incidence  of 
charge  on  the  pcopK*  ol'  liaj|)Utana  diminisii  Uie  real 
obstruction  they  caused  to  tiie  salt  trade  which,  it  was 
so  important  to  develop. 


CHAPTER  XIV. 

OPIUM. 

STENTnE  HOW  BAISSI>— MAinTFACTUBE  DT  BEKOAL — ^BXPOBT  DUTT 
XBAT — ^MISTAKEir  IDBAS  AS  TO  TJVCERTAISTZ  OF  BEVBinTlfi— CAUHBB 
[TCTUATIOirS — OBEAT  VABIATI0W8  121  SALES  BEFORE  1867 — NBCBSSITT 
EGULABITT  DT   SUPPLY  AKD  SALE — FORMATION  OF  RE8SRTE — VABIA- 

DITB  TO  CROP  AKD  SEASON — D7C01IB  STEADY  AITD  IBCREABIHG — 
3BB  OF  YBAR  KOT  PROPORTIONAL  TO  QUANTITY  BOLD — EXCESS  BE- 
NTS YALI7E  OF  RESERYE — CORRECTED  NET  INCOME — UNCERTAINTY 
3)  BY  UNDEB-EBTIMATE  ORDERED  BY  SBCBETARY  OF  STATE — IN 
NT  YEAR  ONE-AND-A-HALF  MILLION — RISKS  ATTBNDINe  OPIUM 
rUB  FROM    ENeUSH  OPINION  THAT  TRADE  IS  IMMORAL — TRUE  POSI- 

OF  CHINA  IN  RELATION  TO  OPIUM — SIR  THOMAS  WADE*S  TESTI- 
— ^ACCOUNT  FROM  SHANGHAI — FACTS  DO  NOT  JUSTIFY  INTERFERENCE 
(BABLE  EFFECT  OF  SUBSTITUTING  EXCISE  FOR  MONOPOLY — RELATIVE 
L  RESULTS  FROM  BENGAL  AND  MALWA  SYSTEMS — EQUIVALENT  DUTY 
BSPONDINQ  TO  PRICE — IMPORTANCE  OF  MAINTAINING  A  RESER^T. — 
BLE  FURTHER  EXTENSION  OF  CULTIVATION — AN  ADVANTAGE  TO 
LL  AGRICULTURE — OBJECTIONS  TO  REDUCED  SALES — IMPORTANCE  OF 
(ING   CHANGES  OF   POLICY   IN  ADMINISTRATION. 

o  the  land  revenue  the  most  productive  head  of 
e  in  India  is  opium,  the  net  receipts  from  which 
vv  Uttle  less  than  8,500,000/.  a  year.  The  greater 
f  this  sum  is  derived  from  the  opium  exported 
stem  Asia,  and  chiefly  to  China.  Less  than 
'0/.  is  obtained  from  opium  issued  to  the  excise 
ment  for  consumption  in  India, 
e  revenue  from  opium  is  raised  in  two  ways.  Li 
.  a  strict  monopoly  is  maintained  by  the  Govern- 
the  poppy  may  not  be  grown  and  opium  may 
3   prepared  except  for    the  Government.     The 
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cultivation  of  the  poppy  is  voluntarily  carried  on  in 
certain  districts,  under  a  system  of  advances,  without 
interference  in  details,  nor  is  any  pressure  exercised 
for  its  promotion.  Its  extent  depends  chiefly  on  the 
increase  or  decrease  of  the  price  offered  by  the  Govern- 
ment for  the  produce,  the  rate  being  regulated  so  as  to 
secure  the  quantity  required  for  manufacture.  The 
crude  opium  thus  obtained  is  carefully  prepared  at  the 
Government  factories,  sent  to  Calcutta,  and  sold  there 
by  auction  without  reserve  to  the  highest  bidders. 
The  quantity  sold  annually  is  now  56,400  chests,  or 
4,700  at  each  of  the  monthly  sales  which  take  place 
regularly  throughout  the  year.  The  Government  is 
pledged  not  to  alter  this  quantity  without  giving  at 
least  twelve  months'  previous  notice.  The  differaice 
between  the  cost  price  of  the  opium  and  the  auction 
price  constitutes  the  revenue  from  Bengal  opium. 

Another  part  of  the  opium  revenue  is  raised  by  the 
levy  of  a  fixed  duty  on  all  opium  exported  from 
Bombay.  This  opium,  commonly  known  as  Malwa 
opium,  is  produced  in  tlie  Native  States  of  Central  India. 
The  British  Government  has  no  concern  Avith  either  the 
cultivation  of  the  poppy  or  with  the  preparation  or 
transport  of  the  drug  ;  it  exercises  no  control  over  the 
quantity  exported,  otherwise  than  by  the  levy  of  the  1 
duty  on  every  chest  of  opium  before  its  export  from  j 
Bombay  is  allowed.  The  present  rate  of  duty  is  Es. 
700  per  chest.  The  average  quantity  annually  exported 
is  now  about  45,000  chests. 

Tlius,  rather  more  than  half  the  total  quantity  of 
the  opium  exported  from  India  is  derived  from  the 
Government  monopoly  in  Bengal,  and  rather  less  thin 
half  from  the  produce  of  the  Native  States  of  Central 
India. 

There  is  a  general  inij)resii:ion  that  this  source  of  | 
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revenue  is  peculiarly  uncertain,  that  its  fluctuations  have 
been  extremely  great,  and  that  its  maintenance  is  in  a 
high  degree  precarious.  That  such  opinions  were  fifteen 
or  twenty  years  ago  to  some  extent  justified  by  the 
fiftcts  cannot  be  denied,  but  there  is  no  room  to  doubt 
that  nearly  all  the  serious  oscillations  which  at  that 
time  took  place  in  the  opium  revenue  were  directly 
caused  by  administrative  mistakes,  and  by  the  absence  of 
any  settled  policy  on  the  part  of  the  Grovemment.  At 
the  present  time  the  only  serious  doubts  in  regard  to  the 
stability  of  the  opium  revenue  are  those  suggested  by 
the  hostility  of  influential  classes  in  England,  a  hostility 
inspired  by  respectable  motives,  but  based  on  ignorance 
or  complete  misconception  of  the  facts,  though  not  for 
that  reason  less  formidable. 

Between  1794  and  1838,  when  the  commercial  mono- 
poly of  the  East  India  Company  was  abolished,  the  gross 
opium  revenue  rose  pretty  steadily  from  an  insignificant 
sum  to  more  than  2,000,000/.  sterling.  In  1839  the  first 
Chinese  war  took  place ;  this  caused  a  temporary  de- 
pression, which,  however,  was  of  short  duration.  By 
1842  the  revenue  had  recovered  its  position,  and  it  went 
on  steadily  and  constantly  rising  until  1855-56,  when 
it  amounted  to  5,197,000/.  During  this  period  there 
were  only  two  fluctuations  of  importance ;  the  first  in 
1847-48,  when  the  second  Chinese  war  reduced  the 
revenue,  for  a  single  year  only,  by  nearly  1,000,000/., 
and  the  other  in  1850-51,  when  the  rebellion  in  China 
led  to  a  not  very  serious  disturbance  in  the  regularity 
of  its  progress.  Until  1855-56  no  important  branch  of 
revenue  could,  in  any  country,  have  increased  more 
rteadily.  The  supply  of  opium  brought  to  sale  in  Ben- 
gal had  been  gradually  increased,  the  number  of  chests 
rising  from  18,362  in  1842  to  33,561  in  1852.    During 
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this  period  the  fluctuations  of  price  were  small.  In 
1843  the  price  per  chest  was  Rs.  1,345  ;  in  1852  it  was 
Es.  1,110. 

After  1852  a  great  change  came  over  the  manage- 
ment of  the  opium  department.  For  reasons  which 
are  not  apparent,  the  system  which  had  worked  so  satis- 
factorily was  abandoned  ;  frequent  vacillations  of  poUcy 
took  its  place,  and  then  began  the  great  fluctuations 
in  the  opium  revenue  from  which  came  that  reputation 
of  precariousness  which  has  not  yet  been  lost,  although 
under  a  better  system  it  has  ceased  to  be  deserved. 

In  the  three  years  following  1852  the  sales  were 
increased  very  rapidly,  the  number  of  chests  sold  in 
1855  having  been  53,319,  an  increase  of  nearly  20,000 
chests  in  three  years.  In  1856  the  number  was  again 
diminished  to  41,492,  in  1857  it  was  43,903,  in  1858  it 
was  32,676,  in  1859  it  was  27,173,  in  1860  it  was 
21,363.  After  this  the  number  of  chests  sold  was  raised 
again  as  rapidly  as  it  had  before  been  reduced.  In 
18GI  it  was  21,423,  in  1862  it  was  29,393,  in  18f>3 
it  was  39,240,  in  1864  it  was  49,646,  and  in  1865  it  was 
64,111.  In  1866  it  Avas  once  more  suddenly  reduced  to 
40,000,  and  in  1867  raised  again  to  47,999. 

That  the  violent  fluctuations  in  the  quantities  ^M 
during  this  period  of  twelve  years  should  have  been 
accompanied  by  equally  violent  fluctuations  in  the  price 
at  which  the  opium  was  sold  was  no  more  than  might 
have  been  expec^ted,  a  rise  taking  place  as  the  quantity 
was  reduced,  and  a  fall  as  it  was  increased.  Thus  the 
price,  which  had  fallen  to  Rs.  737  a  chest  in  1855,  on  I 
the  great  increase  of  the  sales  in  the  two  preceding  | 
years,  rose  to  lis.  1,871  in  1861,^  with  the  great  reduc- 


*  Fur  three  moDtk»  in  thia  year  Uie  priced  were  lU.  2^80,  Ra.  2,470,  aii 
lU  2,507. 
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tion  of  quantity,  and  fell  again  to  Rs.  956  in  1865  with 
the  next  great  increase.  This  time  was  one  of  constant 
and  violent  speculation  in  the  export  trade,  caused 
almost  entirely  by  the  absence  of  any  settled  poUcy  on 
the  part  of  the  Government  as  to  the  quantity  offered 
for  sale  year  by  year,  and  the  fluctuations  in  the  opium 
revenue  were,  as  a  necessary  consequence,  very  great 
also. 

The  gross  revenue  from  Bengal  opium  was  during 
this  period  as  follows  : — 


1855^    . 

.  £4,172,000 

1862-63    . 

.  £4,813,000 

1866-57    . 

.    8,826,000 

1863-64    . 

.    6,347,000 

1857-68    . 

.    6,216,000 

1864-66    . 

.    6,266,000 

1868-69    . 

.    4,671,000 

1866-66    . 

.    6,390,000 

1869-eO    . 

.    4,314,000 

1866-67    . 

.    4,948,000 » 

1860-61     , 

.    4,200,000 

1867-68    . 

.    6,666,000 

1861-62    . 

.    3,914,000 

Its  amount  directly  depended  on  the  price  and  on 
the  quantity  of  the  drug  brought  into  the  market. 
The  price  in  great  measure  followed  the  quantity,  which 
depended  on  the  extent  of  the  crop  and  produce,  and 
this  in  turn  varied  with  the  season  and  the  area  under 
cultivation.  The  opium  crop  is  very  much  influenced 
by  irregularities  of  season,  which  are  incessant,  while 
the  area  under  cultivation  at  this  time  constantly 
changed,  being  regulated  on  no  uniform  system. 

The  true  principles  upon  which  the  opium  revenue 
ought  to  be  administered  were  first  clearly  laid  down  by 
Sir  Cecil  Beadon,  Lieutenant-Governor  of  Bengal,  in  a 
minute  dated  April  18,  1867.  'Vacillation  or  uncer- 
tainty,' he  wrote,  '  in  regard  to  the  quantity  of  opium 
to  be  provided  and  brought  forward  for  sale,  not  only 
acts    injuriously    upon    the    market    and    encourages 

^  From  a  change  in  the  commenoeixient  of  the  financial  year|  1866-67 
embraced  only  eleven  months. 
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gambling,  but  deprives  the  State  of  the  full  profit  of  ilB 
monopoly,  and  causes  great  fluctuation  in  the  revenue. 
It  also  deranges  the  condition  of  agriculture  over  a  wide 
extent  of  country,  and  discourages  the  ryots  fixm 
engaging  in  a  cultivation  which,  though  more  profitable 
than  that  of  ordinary  crops,  they  may  at  any  time 
be  required  to  abandon.  It  is  not  desirable  that  the 
area  under  poppy  cultivation  should  be  in  excess  ci 
what  on  an  average  of  years  is  found  sufficieot  to 
produce  the  desired  quantity  of  opium.  ...  If  in 
any  year  the  produce  of  opium  exceeds  the  quanti^ 
which  it  is  thought  desirable  to  bring  forward  for 
public  sale,  the  excess  should  be  held  as  a  set-off 
against  the  temporary  increase  of  expenditure  involved 
in  its  purchase,  and  as  a  reserve  against  failure  in  future 
seasons ;  but  if  in  any  year  the  crop  be  a  short  one,  and 
there  is  no  such  reserve,  the  quantity  to  be  brought 
forward  for  sale  must  of  necessity  be  limited  to  the 
actual  supply,  and,  though  there  may  be  some  saving  in 
the  expenditure  of  the  year,  the  net  revenue  must  eidier 
decline  or  be  maintained  only  by  such  an  increase 
on  the  selling  price  as  will  stimulate  competition  fix)m 
abroad.  Unfortunately  the  vicissitudes  of  season  are 
so  great,  and  the  crop  so  precarious,  that  it  is  impossible 
to  estimate  beforehand,  within  a  range  of  several  thou- 
sand chests,  what  the  actual  produce  of  a  given  area 
will  be ;  but  though  the  yield  under  the  most  favourable 
circumstances  cannot  exceed  a  certain  Umit,  it  may, 
under  very  unfavourable  circumstances,  such  as  a  pro- 
longed drought  or  the  prevalence  of  hail-storms  during 
the  brief  gathering  season,  be  reduced  almost  to  nothing/ 
Sir  Cecil  Beadon  showed  that  the  quantity  of  opium 
brought  to  market  ought  to  vary  very  Uttle  from  year 
to  year,  and  that  with  the  maintenance  of  a  permanent 
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reserve,  from  which  the  deficiencies  of  bad  seasons 
would  be  supplied,  the  regulation  of  this  quantity  could 
always  be  secured.  He  showed  that  the  quantity  Bc»ld 
ought  to  be  determined  by  the  price  obtainei  and  that 
the  price  to  be  aimed  at  was  one  that  should  neither 
provoke  the  competition  of  foreign  countries  in  the 
Chinese  market,  nor  stimulate  the  production  of  opium 
in  China  itself.  Bis  conclusion,  based  on  all  available 
facts,  was  that  Es.  1,200  per  chest  might  be  looked  on 
as  a  safe  average  price,  but  that  anything  much  above 
this  was  dangerous  to  the  revenue.  He  considered  that 
at  the  time  he  wrote,  in  1867,  not  less  than  48,000 
chests  should  be  brought  to  sale  annually,  and  that  when 
a  sufficient  i-eserve  stock  had  been  accumulated  this 
quantity  ought  to  be  gradually  and  cautiously  increased. 
Thus,  he  beUeved,  the  stabihty  and  steady  progress  of 
the  opium  revenue  would  be  insured.  The  wise  policy 
reconraiended  by  Sir  Cecil  Beadon  was  accepted  by  the 
Government  of  India  in  1867,  and  it  has  been  acted 
upon  ever  since.  Owing,  howevei*,  to  bad  seasons,  it 
was  a  long  time  before  the  necessary  reserve  sUxk 
could  be  collected,  and  it  was  not  until  187(>-7C  that 
full  effect  could  be  given  to  the  new  system.  Its  intr^>- 
duction  was  completed  by  the  notification  of  March  8, 
1879,  when  the  Government  abandoned  the  Hyhtern  of 
varying  yearly  quantities,  and  announced  that  a  wrtain 
fixed  amount  would  be  brought  to  sale  every  ruoutlj, 
and  that  this  amount  would  not  }/e  alUired  without  due- 
notice. 

This  pohcy  has  been  highly  euc^;cjs»ful,  and  then- 
can  be  no  doubt  that  the  great  and  cyjnBtant  mryifdrnt  of 
the  opium  revenue  for  some  yearw  jydHi  ha«  Ix5<*n  U)  a 
large  degree  due  to  the  steadiness  of  the  supply  bn^uprljt 
into  the  market,  which  the  accumulation  of  a  riiHisna 
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stock  has  rendered  possible,  and  to  the  consequent  com- 
parative steadiness  of  price  and  diminution  of  mischievous 
speculation   in   the   trade.     The  Government,   in  this 
respect,   now  acts  on  the   principles  which    are  uni- 
versally observed  in  the  supply  of  agricultural  produce 
by  prudent  traders.     A  wine  merchant,  for  instance, 
would  find  it  impossible  to  carry  on  his  business  if  he 
acted  on   the  plan   formerly   followed  by  the  opium 
department  in  India,  and  neglected  to  keep  in  store  a 
stock  sufficient  to  guard  him  against  the  accidents  of 
season. 

The  foregoing  observations  refer  exclusively  to  the 
Bengal  opium  revenue.  The  Bombay  portion  of  the 
revenue  has  been  much  more  stable.  The  quantity 
exported  has  not  varied  greatly  or  suddenly  from  year 
to  year,  while  a  fairly  gradual  increase  has  taken  place. 
Nor  have  Bombay  prices  been  subject  to  violent  change, 
though  they  have  been  perceptibly  affected  by  great 
fluctuations  in  the  Bengal  market,  and  have  thus  acted 
on  tlie  export  trade,  and  therefore  on  the  revenue.  The 
uncertainties  of  tlie  pross  revenue  receipts  directly  due 
to  the  want  of  method  in  the  Bengal  administration 
during  past  years,  have  in  this  manner  been  not  a  Uttle 
increased. 

Whatever  may  have  been  the  case  before  the 
present  system  was  established,  it  is  a  complete  error 
to  suppose  that  tlie  opium  revenue  has  at  the  present 
time  any  sj)ecial  character  of  uncertainty;  on  the  con- 
trary, durinp  the  last  twelve  years  there  has  l>een  no 
branch  of  the  revenue  which  has  l)een  generally  more 
steady,  and  during  the  last  five  years  its  growth  has 
been  ra})id. 

The  gross  and  net  opium  revenue  in  each  year  5inre 
1809-70  have  been,  according  to  the  published  ac- 
counts, as  follows: — 
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Grots  Net 

18W-70 £7,963,098  £6,132,887 

1870-71 8,045,469  6,031,034 

1871-72 9,263,869  7,667,187 

1872-73 8,684,691  6,870,415 

1873-74 8,324,879  6,323,396 

1874-76 8,666,629  6,214,782 

1876-76 8,471,426  6,262,026 

1870-77 9,122,460  6,280,781 

1877-78 9,182,722  6,521,337 

1878-79 9,399,401  7,669,032 

1879^80 10,319,162  8,249,808 

1880-81 10,498,000  8,466,000 

These  figures  show  that  the  net  revenue  presents 
rather  larger  fluctuations  than  the  gross,  but  that  the 
progress  of  the  revenue  receipts  has  been  in  reaUty  con- 
tinuous and  steady  notwithstanding  these  fluctuations 

The  fact  is  often  not  duly  appreciated  that  the 
fluctuations  which,  from  time  to  time,  are  seen  in  the 
account  of  the  net  opium  revenue  are  caused  to  a  very 
great  extent,  not  by  fluctuations  in  the  Chinese  demand 
or  in  the  price  obtained,  but  by  the  greater  or  smaller 
out-turn  of  the  crop,  and  the  consequent  variations  in 
the  expense  of  gathering  it ;  that  is  to  say,  that  they 
are  often  not  due  to  fluctuations  in  the  income,  but  in 
the  charges  upon  it. 

The  greater  part  of  the  expenditure  is  due  to  the 
cost  of  purchasing  and  manufacturing  the  opium  in 
Bengal.  But  (as  was  explained  in  Chapter  V.)  the 
actual  expenditure  in  each  year  does  not  depend  on 
and  has  no  direct  relation  to  the  quantity  of  opium  sold 
in  that  year.  Advances  on  account  of  the  crop  are 
first  made  in  August  or  September,  when  preparations 
for  the  sowings  commence,  and  these  advances  are  con- 
tinued, from  time  to  time,  untU  all  the  opium  is  de- 
livered, weighed,  and  taken  over  by  the  Government 
Opium  Agent,  that  is,  until  May  or  June.  It  is  evident 
that  the  expenditure  must  vary  with  the  extent  of  the 
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crop,  and  since  the  year  of  cultivation  is  not  conter- 
minous with  the  financial  year,  the  expenditure  inciirred 
in  the  financial  year  is  on  account  of  two  crops;  the 
chief  part  of  the  expenditure  on  the  crop  actually  sold 
in  any  financial  year  will  have  been  incurred  in  the 
previous  financial  year,  and  the  actual  expenditure  in 
the  financial  year  chiefly  depends  on  the  character  of 
the  season  commencing  six  months  after  the  estimate  is 
framed.  The  quantity  of  a  crop  depends  entirely  on 
the  season,  and  the  seasons  are  very  variable.  For 
instance,  in  1875-76  and  1876-77  the  seasons  were 
favourable,  and  the  amount  of  opium  produced  in  each 
of  these  two  years  was  about  72,000  chests,  while  in 
1877-78,  there  was  a  poor  crop,  from  which  only  47,700 
chests  were  manufactured.  These  facts  were  reflected 
in  the  expenditure  incurred,  which  was  2,841,647/.  in 
1876-77,  2,661,266/.  in  1877-78,  and  only  1,698,730/ 
in  1878-79.  The  result  of  these  variations  is  seen  in 
the  recorded  net  revenue  of  the  three  years,  which  was 
as  follows : — 

1876-77   .  .  £0^80,781 

1877-78   ....  6,621,337 
1878-79   ....  7,600,032 

It  might  be  supposed  from  these  figures  that  there 
had  been  in  the  last  year  a  great  and  sudden  increase 
in  the  demand  for  opium,  but  in  reaUty  there  was  no 
increase  or  fluctuation  at  all.  The  high  net  revenue 
of  1878-79  was  due  to  the  shortness  of  the  crop  and 
the  consequent  diminished  expenditure,  while  the  net 
revenue  of  1876-77  and  1877-78  was  greatly  reduced 
by  the  bumper  crops  of  the  years  next  preceding. 

If  we  adjust  the  expenditure  to  the  real  cost  of  the 
opium  sold  during  the  three  years,  we  find  that  the  real 
net  revenue  remained  steady,  as  follows  ;— • 
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1876-77  ....  £7fleQfi3S 
1877-78  ....  7,208^20 
1878-79       ....    7^6,610 

It  was  before  stated  (as  was  explained  in  Chapter  Y.) 
that  during  the  last  twelve  years  we  have  paid  1,105,2992. 
more  than  the  actual  cost  of  the  opium  sold,  and  that 
this  sum  is  represented  by  the  reserve  stock  of  Bengal 
opium  actually  existing  at  the  end  of  1880-81.  Unless 
these  facts  are  properly  appreciated,  it  is  not  possible  to 
understand  the  real  position  of  the  opium  revenue,  nor 
can  any  comparison  be  made  between  the  amounts  yielded 
in  different  years.  Setting  off  each  year  the  actual  cost 
of  the  opium  sold  against  the  amount  received  from 
the  sale,  the  real  net  revenue  for  each  of  the  last  twelve 
years  has  been  as  follows : — 


1860-70  .  .£6,170,484 

1870-71  .  .  6,117,919 

1871-72  .  .  7,161,488 

1873-78  .  .  6,829,226 

1873-74  .  .  6,468,895 

1874-75  .  .  6,583,164 


1875-76  .  .  6,496,450 

1876-77  .  .  7,069,533 

1877-78  .  .  7,208,820 

1878-79  .  .  7,276,610 

1879-80  .  .  7,981,682 

1880-81  .  .  8,409,763 


Going  further  back,  and  taking  the  figures  as  they 
appear  in  the  published  accounts,  the  progress  of  the 
net  revenue  during  the  last  twenty  years  has  been  as 
follows : — 


Total  net  rerenne. 

Annaal  ayenge. 

1861-62 

to  1865-^   . 

.  £27,251,241 

£6,450,248 

1866-67* 

„  1870-71   . 

.    31,668,832 

6,333,767 

1871-72 

„  1875-76  . 

.    33,317,805 

6,663,561 

187^77 

„  1880-81   . 

.    37,188,958 

7,437,702 

There  has  thus  been  a  constant  increase  in  the  net 
revenue  from  opium,  and  the  annual  net  receipts  are 
now  nearly  2,000,000/.  more  than  they  were  twenty 
years  ago.    In  the  last  three  years  the  increase  has 

*  In  this  year  there  were  only  eleven  months,  which  reduces  the  annual 
l^Terage  for  the  five  years  hy  about  100,000^, 
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been  very  marked ;  no  reason  is  apparent  why  it  should 
not  be  maintained. 

These  facts  conclusively  show  that  the  opinion  fre- 
quently expressed  as  to  the  instabihty  and  precarious 
character  of  the  opium  revenue  is,  so  far  at  least  as  the 
present  time  is  concerned,  completely  incorrect,  and 
that  no  branch  of  the  revenue  has  shown  a  more  steady 
development.  They  show  also  that  there  has  been  no 
reason  for  the  practice  constantly  foDowed  for  many 
years  past,  and  constantly  xirged  upon  the  Government 
of  India  by  successive  Secretaries  of  State,  of  greatly 
under-estimating  the  opium  revenue  in  making  the 
financial  arrangements  of  the  year.  This  practice  has 
been  the  consequence  of  the  mistaken  ideas  that  have 
prevailed  in  regard  to  the  instabihty  of  this  branch  of 
revenue,  and  those  ideas  have  been  encouraged  by  the 
constant  divergences  between  the  estimates  and  the 
actual  receipts  from  opium,  which  are  the  necessary 
consequence  of  deliberate  under-estimates.  There  is 
no  single  year  since  1870-71  in  which  the  opium 
estimate  has  not  proved  greatly  too  low.  The  deficiency 
in  the  estimate  has  never  been  less  than  270,000/.,  and 
its  average  amount  in  the  last  twelve  years  has  been 
941,000/.  In  the  Budget  estimates  for  1881-82,  lately 
published,  the  net  opium  revenue  is  estimated,  in  ac- 
cordance with  the  Secretary  of  State's  orders,  at 
0,500,000/.  This  is  less  than  the  average  revenue  of 
ten  years  ago  ;  it  is  1,500,000/.  less  tlian  will  probably 
be  reahsed,  and  at  least  1,000,000/.  below  what  would 
have  been  an  estimate  of  moderation  and  caution. 
There  is  no  justification  for  continuing  this  practice. 

Even  if  it  be  admitted  that  there  is  real  cause  for 
doubting  whether  the  opium  revenue  will  be  perma- 
nently maintained  on  its  present  scale  of  productivenefl^i, 
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it  cannot  for  a  moment  be  asserted  that  any  danger 
exists  of  its  immediate  and  sudden  collapse,  and  deli- 
berately to  under-estimate  it  is  as  great  a  mistake  as 
deliberately  to  under-estimate  any  other  branch  of  the 
revenue.  It  is,  of  course,  impossible  to  speak  with 
equal  confidence  of  the  future,  but  the  Indian  opium 
revenue  runs,  in  my  own  opinion,  one  serious  risk  only, 
and  this  arises,  not  from  any  action  likely  to  be  taken 
in  Chma,  but  from  the  well-meaning  but  misinformed 
prejudices  of  those  people  in  England  who  believe  it 
to  be  morally  wrong  that  the  Government  should  derive 
a  large  part  of  its  income  from  such  a  source. 

It  is  proved  to  demonstration  that  although  excess 
in  opiimi,  so  far  as  the  effect  on  the  individual  consumer 
is  concerned,  is  as  bad  as  excess  in  alcohol,  for  it  can- 
not be  worse,  opium  is  to  the  immense  majority  of  the 
Chinese,  who  use  it  in  moderation,  as  harmless  as  any 
other  of  the  stimidants  which  enter  largely  into  the 
consumption  of  the  world.  Excess  in  opium-smoking 
is  less  common  in  China  than  excess  in  drinking  in 
Great  Britain,  and,  however  ruinous  it  may  be  to  the 
individual,  it  is  much  less  injurious  to  his  neighbours. 
It  destroys  his  health,  but  it  does  not  lead  to  violence 
and  to  crime,  and  it  seems  certain  that  the  consumption 
of  opium  in  China  is  infinitely  and  beyond  all  com- 
parison less  productive  of  evil  than  the  consumption  of 
alcohoUc  drinks  in  our  own  country.  So  long  as  the 
principle  of  repression  by  the  State  in  these  matters 
is  not  accepted  for  our  own  countrymen,  Englishmen 
should  surely  hesitate  before  they  proceed  to  apply  it 
arbitrarily  to  others. 

Opium,  Uke  all  other  stimulants,  is  mischievous 
when  taken  in  excess,  and  harmless  or  beneficial  when 
taken,  as  it  ordinarily  is,  in  moderation.     Evidence  can 
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be  produced  to  any  extent  on  both  sides  of  this  question, 
but  it  is  not  proposed  to  quote  it.  One  hct^  however, 
must  be  noticed  which  has  an  important  bearing  on  the 
subject,  because  it  has  received  little  attention  in  tiie 
discussions  regarding  the  results  to  which  the  moderate 
consumption  of  opium  leads. 

There  has  practically  been  very  little  restriction, 
either  under  the  Native  Governments  or  under  our 
own,  on  the  cultivation  of  the  poppy  in  the  Punjab,  biA 
there  has  always  been  a  very  large  consumption  of 
opium  in  the  province,  especially  among  the  Sikhs,  who 
are  prevented  by  reUgious  prejudices  from  smoking 
tobacco.  The  opium  is  chiefly  consumed  in  the  form 
of  a  decoction  of  the  poppy  heads  called  post.  Its  use, 
although  general  among  the  Sikhs,  has  never  beai 
asserted  by  any  competent  authority  to  be  injurious ; 
the  people  who  use  it  are  physically  the  first  race  in 
India,  and  it  would  be  difficult  to  find  finer-looking 
men  in  any  part  of  the  world.  *  It  is  the  abuse,*  wrote 
the  Financial  Commissioner  of  the  Punjab,  *  not  the  use 
of  the  products  of  nature  that  deserves  the  condemna- 
tion of  the  moralist.  From  the  poppy  is  extracted  a 
valuable  sedative,  largely  used  by  the  Sikh  nation,  than 
whom  there  is  not  a  people  of  India  of  finer  physical 
development,  of  more  manly  character,  more  excellent 
health,  or  more  prolonged  hfe.*  The  same  may  be  said, 
with  little  exaggeration,  of  the  Cliinese. 

The  common  notion  that  China  mainly  depends  on 
India  for  her  supply  of  opium,  and  that  if  Indian  opium 
ceased  to  be  imported  the  Cliinese  would  cease  to  con- 
sume the  drug,  is  a  complete  delusion.  India,  Lord 
Mayo  observed,  possesses  conditions  of  soil  and  climate 
which  give  her  the  monopoly  of  opium  of  the  highest 
cachet.     She  is  in  this  respect  situated  as  France  is  in 
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respect  of  wines.  The  superiority  of  her  produce 
enables  it  to  defy  competition  in  the  Chinese  market, 
but  the  Chinese  would  no  more  give  up  the  consumption 
of  opium  if  the  Indian  supply  were  to  faU,  than  the 
people  of  France  would  cease  to  drink  wine  if  the  rare 
vintages  of  Burgundy  and  Bordeaux  were  no  longer  to 
be  produced.  Opium  was  largely  consumed  in  China 
long  before  the  trade  in  Indian  opium  became  import- 
ant, and  the  beUef  that  it  was  the  introduction  of  large 
quantities  of  opium  from  India  which  led  to  the  general 
use  of  the  drug  in  China  is  altogether  without  truth. 
The  richer  classes  in  all  parts  of  China,  and  more  par- 
ticularly in  -the  maritime  provinces,  consume  Indian 
opium,  but  the  bulk  of  the  opium-smoking  popula- 
tion has  always  been  dependent  on  the  suppUes  pro- 
duced at  home.  If  everything  that  is  said  regarding 
the  demoralisation  of  the  Chinese  by  opium  were  true, 
instead  of  being,  as  it  is,  without  foundation,  the  fact 
would  remain  that  the  total  abandonment  of  the  Indian 
opium  revenue  would  confer  no  benefit  upon  China,  for 
the  consumption  of  opium  would  remain,  for  all  practi- 
cal purposes,  as  great  and  general  as  before. 

Nor  is  there  any  solid  foundation  for  the  common 
beUef  that  the  Chinese  Government  is  anxious  to  pro- 
hibit  and  discourage  the  cultivation  and  consumption  of 
opium.  It  is  doubtful  whether  at  any  time  any  serious 
objection  was  felt  to  it  by  the  Chinese  authorities  on 
moral  grounds,  although  these  were  often  urged,  as  a 
matter  of  expediency,  in  their  controversies  with  the 
British  Government.  It  is  historically  false,  although 
frequently  asserted,  that  we  have  made  war  with  China 
with  the  object  of  forcing  our  opium  upon  her  against 
her  will,  and  in  spite  of  her  protests  that  the  opium 
trade  was  demoraUsing  her  people.     The  first  Chinese 
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war  was  caused  by  the  desire  of  the  Chinese  GFovemmoit 
to  prevent  the  exportation  of  silver,  which  was  believed 
to  be  impoverishing  the  country.  The  second  war  had 
nothing  to  do  with  opium.  But,  whatever  may  have 
been  the  case  in  former  times,  it  is  certain  that  there  is 
now  no  wish  on  the  part  of  the  Chinese  Government  to 
put  a  stop  to  the  trade.  It  obtains  a  large  revenue 
from  duties  on  Indian  opium,  and  as  this  goes  directly 
into  the  central  treasury  at  Pekin,  it  is  one  of  the  most 
certain  and  highly-prized  sources  of  the  State  income. 
It  is  far  more  diJEcult  for  the  Central  Government  to 
get  the  benefit  of  the  taxes  levied  by  the  provincial 
authorities  on  the  home  cultivation  of  the  poppy.  The 
Chinese  Government  sees  that  the  Government  of  India 
derives  an  immense  revenue  from  the  opium  exported 
to  China,  and  it  is  naturally  and  not  unreasonably 
anxious  to  obtain  for  itself  a  larger  share  of  profit. 
This,  and  not  the  prohibition  of  the  trade,  is  what  it  is 
really  aiming  at,  and  it  would  be  right  and  politic  for 
our  Government  to  consider  in  a  liberal  spirit  any  pro- 
posals brought  forward  with  this  object,  the  adoption 
of  which  would  not  seriously  injure  Indian  interests. 

A  very  significant  statement  of  the  views  of  the 
Chinese  Government  was  made  by  the  ministers  in 
January  1881  to  Sir  Thomas  Wade,  and  quoted  by  the 
Marquis  of  Hartington  in  his  speech  on  April  29  in  the 
House  of  Commons.  '  I  went,*  Sir  Thomas  Wade  re- 
ports, '  on  the  IGtli  to  speak  of  various  matters.  Four 
ministers  received  me.  Adverting  to  opium,  I  observed 
that  the  authorities  in  some  places  were  taxing  opium, 
native  and  foreign  ;  in  others  they  were  trying  to  in- 
crease both  sale  and  consumption  of  both.  Without  at 
all  denying  the  riglit  of  the  Chinese  Government  to  do 
as  it  chose,  I  said  I  should  wish  to  know  which  course 
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the  Gtovemment  approved.  They  said  the  question 
was  embarrassing.  The  Chinese  Government  would  be 
glad  to  stop  opium  smoking  altogether,  but  the  habit 
was  too  confirmed  to  be  stopped  by  official  intervention. 
No  idea  of  abolishing  the  trade  at  present  was  in  the 
mind  of  the  Government.  Alluding  to  the  desire  of 
well-disposed  people  at  home  to  see  England  with- 
draw from  the  trade,  I  asked  if  it  would  be  of  any  use 
to  diminish  yearly  the  exports  from  India.  They  said, 
so  long  as  the  habit  exists,  opium  will  be  procured  either 
fix)m  India  or  elsewhere.  Any  serious  attempt  to  check 
the  evil  must  originate  with  the  people  themselves.' 

The  conditions  under  which  opium  is  produced  and 
consumed  in  China,  and  the  results  of  the  introduction 
of  Indian  opium,  have  lately  been  described  by  a  writer 
who  is  evidently  well  acquainted  with  all  the  facts,  and 
possesses  the  great  advantage  of  knowledge  acquired 
on  the  spot ;  and  his  accounts  are  so  ftdl  and  to  the  point 
that  it  will  be  useful  to  quote  them  here : — 

*  The  British  public  is  told  that  England  taught  China  to 
smoke  opium,  and  thereafter  insisted  upon  suppljdng  her  with 
the  drug  at  a  handsome  profit  to  the  Government  of  India,  at 
first  whether  the  Chinese  Government  would  or  not,  and  latterly 
by  virtue  of  a  tariflf  rule  legalising  its  importation  attached  to 
the  Treaty  of  Tientsin,  which  was  extorted  from  the  terrified 
Chinese  commissioners  by  force  of  arms ;  that  Lord  Elgin,  in 
extorting  the  permission  through  his  secretaries,  was  simply 
carrying  out  the  brutal  and  bullying  policy  of  the  English 
Government  of  the  day,  whose  servant  he  was,  but  that  the 
policy  itself  was  to  him  distasteful  and  to  the  Chinese  plenipo- 
tentiaries odious;  that  the  production  and  consumption  of 
opium  by  its  subjects  have  always  been  abhorred  by  the 
Chinese  Government,  and  that  they  have  shown  this  by  their 
persistent  and  consistent  efforts,  at  all  times  and  in  all  pro- 
vinces, to  root  up  the  poppy  crops  ;  that,  deeply  sensible  of  the 
evils  which  opium-smoking  entiiils  on  the  country,  they  have 
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ever  been  vigilant  to  minimise  the  mischief  by  limiting  the 
consumption  to  the  amount  of  the  Indian  drug  imported  ;  that 
the  whole  policy  and  the  only  policy  of  the  Chinese  Government 
with  regard  to  native  opium  has  been  and  is  one  of  hostility, 
prohibition,  and  punishment ;  that  these  eflforts  are  rendered 
futile  and  this  policy  is  paralysed  by  the  increased  importatioii 
of  the  Indian  drug ;  and  that,  in  sum,  Christian  England,  tmn- 
ing  a  deaf  ear  alike  to  the  prayers  of  the  Chinese  Govemmoit 
and  the  groans  of  the  people,  is  directly  responsible  for  the 
slow  poisoning  of  heathen  China. 

*  Now  the  instincts  of  an  ordinary  Englishman,  whether  with 
regard  to  his  family,  his  country,  or  the  world  generally,  are  in 
the  main  those  of  the  bonus  paterfamilias  of  the  Roman  Law, 
and  an  accusation  of  this  kind  brought  against  his  country,  es- 
pecially when  reiterated  with  all  the  fervour  of  religion  and  the 
vehemence  of  burning  truth,  will  certainly  arrest  his  attention. 
Neither  the  fervour  nor  the  vehemence  has  of  late  been  want- 
ing. The  proceedings  of  the  society  whose  gospel  I  have  ju«t 
given  are  rapidly  reaching  the  stage  of  organised  agitation,  and 
as  public  opinion  in  England,  given  the  initial  impetus,  forms 
and  shapes  itself  with  dangerous  rapidity,  this  question  of  the 
Indian  oi)ium  revenue  may  come  prominently  before  Parliament 
and  the  country  at  any  time.  To  help  my  countr^Tnen  to 
decide  whether  we  are  as  a  nation  the  immonil  wretches  the 
anti-opium  society  say  we  are,  I  have  been  at  some  {liiin-  to 
collate  certain  broad  facts  regarding  the  [iroduction  and  c»^»n- 
sumption  of  oi)iuni  in  China,  a  knowledge  of  which  will  tend  to 
illumine  the  question  by  the  light  of  conumm  sense. 

'  The  habit  of  o[)iuni-snioking  is  common  all  over  China,  but 
it  is  in  the  West,  in  the  comparatively  unknown  half  of  China 
west  of  the  llOth  meridian,  that  it  is  most  prevalent.  In  w-»me 
parts  of  Western  Hu  Pei  and  Ka>teni  Szechuen  it  is  all  but 
universiil ;  there  are  few  adults  in  any  station  of  life  who  do  n«>t 
take  an  <x'casional  whitf,  and  the  very  streets  of  the  towns  and 
villages  reek  with  opium  fumes.  The  practice  is  t here  induIgKJ 
in  in  th(»  most  open  manner,  and  no  more  stigma  or  dihgnu^ 
attaches  to  it  than  to  smoking  tobacco.  Mr.  Watters,  Htt 
.Majesty's  Consul  at  Ichang,  niach*  careful  inquiries  lajst  Vf«r 
into  the  origin  of  the  practice,  and  he  found  that  it   had  bt*n 
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indulged  in  for  several  hundred  years,  long  before  either  the 
present  reignitig  dynasty  or  foreign  merchants  and  their  opium 
were  ever  dreamt  of.  The  custom,  generations  ago,  passed  into 
the  fsEunily  sacra^  and  at  funerals  in  the  West  of  China,  aniong 
other  gifts  which  are  transmitted  into  the  next  world,  by  burn- 
ing paper  &c-similes  of  them  in  this,  for  the  solace  of  the 
departed,  is  a  complete  set  of  opiiun-smoking  requisites — pipe, 
lamp,  needle,  &c.  By  the  people  themselves  the  habit,  so  far 
firom  being  regarded  as  a  curse,  is  looked  on  as  sine  qua  non 
for  a  Chinaman  who  wishes  to  make  the  best  of  both  worlds. 
The  whole  of  the  opium  consumed  in  the  West  is  locally  pro- 
duced, and  Indian  opium  does  not  come  higher  up  the  Yangtsze 
than  the  districts  contiguous  to  the  port  of  Hankow,  nor  is  it 
imported  by  any  channel  into  Western  Hu  Pei,  Szechuen,  or 
tJie  other  provinces  of  the  West.  Above  and  beyond  the  enor- 
mous quantity  there  grown  for  local  use  there  is  a  large  trade 
in  the  drug,  mostly  contraband,  from  West  to  East.  Indian 
opium  is  consumed  in  the  provinces  adjacent  to  the  treaty  ports, 
and,  being  an  expensive  article  as  compared  with  native  opium, 
is  mostly  smoked  by  the  well-to-do  classes.  The  common 
people  in  these  provinces  smoke  the  native  drug,  which  is  either 
grown  on  the  borders  of  Kiang  Su  and  Ho  Nan  or  is  smuggled 
overland  from  the  West.  All  Western  China,  therefore,  and 
the  lower  classes  in  Eastern  China  smoke  native-grown  opium, 
and  it  is  most  important  for  English  people  who  are  asked  at 
meetings  to  say  whether  they  think  Indian  opium  is  forced  by 
our  Government  on  the  Chinese  or  not  to  know  to  what  extent 
and  under  what  official  conditions  the  production  of  native  opium 
is  carried  on. 

*  Begarding  the  opium  districts  of  Eastern  China — that  is, 
the  borderland  of  Chih  Li,  Ho  Nan,  Shantung,  and  Kiang  Su — 
I  have  no  personal  knowledge.  But  with  the  West,  and 
especially  the  section  of  it  I  have  mentioned  as  the  centre  both 
of  consumption  and  production  of  the  native  drug,  I  have  not 
only  had  some  acquaintance  myself,  but  I  have  lately  been  able 
to  avail  myself  of  the  experience  of  the  two  Englishmen  who 
have  had  the  best  o])portunities  and  means  of  procuring  infor- 
mation regarding  the  native  opium  of  the  West — Mr.  Colbome 
Baber,  who  was  for  four  years  Consular   Agent  in   Szechuen 
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watching  the  trade  there,  and  Mr.  Watters,  who  was  our  Consul 
at  Ichang,  the  port  of  Western  Szeehuen,  until  the  other  day. 
I  cam,  therefore,  speak  with  authority  and  confidence.  Tlie 
production  of  opium  in  Szeehuen  has  been  exceedingly  under- 
estimated hitherto.  Mr.  Davenport  gives  it  as  50,000  chetU 
for  1878,  basing  his  estimate  probably  on  Chinese  official  infor- 
mation. But  all  such  statistical  information  on  this  point  k 
misleading.  I  have  been  assured  by  officials  both  of  Szeehuen 
and  Kweichow  that  for  every  picid  (133  lbs.)  of  opium  retuiBed 
to  the  Government,  2^  to  3  piculs  are  produced  and  sold  con- 
traband. Mr.  Baber,  living  and  travelling  among  the  Szeehuen 
people,  has  been  able  to  hear  and  see  for  himself,  and  he  has 
obtained  ample  evidence  that  the  production  of  Chinese  opimn 
in  this  one  province  is  greater  than  the  whole  Indian  crop, 
Malwa,  Patna,  and  Benares  put  together.  Of  the  amount  pro- 
duced in  the  hill  country  of  Hu  Pei,  Mr.  Watters  has  not  been 
able  to  give  me  any  figures,  but  he  says  that  in  Ic]:iang  atone 
there  is  an  opiimi  restaurant  to  every  thirteen  inhabitanUi 
where  nothing  is  consumed  except  the  native  drug,  produced  in 
one  or  other  of  the  four  western  provinces,  and  that  in  the  oat- 
lying  parts  of  the  two  adjacent  prefectures  the  officials  admit  of 
a  production,  on  which  they  receive  revenue,  of  2,000  piaiU^ 
All  over  Western  China  the  conditions  of  poppy  culture,  as  far 
as  the  officials  are  concerned,  are  those  of  [)erfect  freedom,  and 
even  open  encouragement.  All  the  grower  has  to  think  of  i» 
his  profit.  Opium  is  a  more  risky  crop  than  cereals,  but  it  jiaj* 
seven  times  as  well.  If  he  chooses  to  run  the  risk  of  a  failure 
in  the  crop,  or  of  inability  to  buy  rice  with  the  money  he  get* 
for  his  opium,  he  is  at  liberty  to  grow  opium  if  he  likes.  In 
ordinary  circumstances  a  ixjppy  crop  subjects  the  grower  to  D'^ 
interference  on  the  j)art  of  his  officials  beyond  jmying  the  cus- 
tomary taxes :  and  in  many  districts  where  opium  in  manu- 
facture or  transit  is  the  sole  source  of  revenue  it«  culture  i* 
encouraged. 

*  There  is  one  risk,  however,  which  the  native  grower  of  the 
P^Ppy  ™u^t  take  into  account,  although  it  is  a  small  one,  an«i 
that  is  the  risk  of  destruction  of  his  crop  by  an  official  in  H^mt 
jmrt  of  whose  juristiiction  there  may  be  a  famine.  \^TH*n 
cereals  fail  in  China  the  places  which  have,  cannot  come  to  thf 
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relief  of  those  which  have  not,  and  neither  money  nor  opium 
can  be  exchanged  for  bread,  owing  to  the  defective  means  of 
inter-communication  in  the  country.  It  is  customary  in  such 
circumstances  to  order  the  rooting  up  of  the  poppy  crop,  and 
the  orders  are  carried  out  in  proportion  to  the  sincerity  and 
energy  of  the  official.  But  as  soon  as  the  time  of  scarcity  is 
past  the  poppy  is  allowed  to  bloom  over  the  land  again,  and  the 
reforming  official,  whose  thorough-going  patriotism  has  in  the 
meantime  been  reported  to  and  dilated  on  by  the  anti-opium 
society,  reaps  the  usual  reward  in  an  enhanced  revenue.  Pro- 
clamations against  the  culture  of  the  poppy,  whether  emanating 
firom  high  or  low  officials,  the  grower  may  at  all  times  disregard 
or  *  contract '  himself  out  of  by  valuable  consideration  in  the 
shape  of  bribes.  During  the  past  twelve  years  I  can  only  recol- 
lect one  case  where  a  crusade  against  the  poppy  was  carried  on 
by  an  honest  and  a  determined  reformer  with  a  single  eye  to  the 
good  of  his  country,  and  being  honest  and  determined  he  was 
thoroughly  successful,  as  a  local  official  in  China  must  be  in  any 
legitimate  scheme  of  local  government  he  may  choose  to  enforce 
with  energy. 

*  Regarding  the  eflfect  of  opium  on  the  Chinese  nation,  there 
is  by  no  means  a  consensus  of  opinion  that  it  is  thoroughly  bad. 
That  it  enslaves,  enfeebles,  and  may  kill  all  who  take  it  in  ex- 
cess is  incontestable.  That  it  impoverishes  all  except  the  well- 
to-do  is  equally  incontestable.  But  there  are  two  things  that 
may  be  said  in  favour  of  it.  As  it  is  a  pleasure,  or  a  vice,  which 
it  is  quite  possible  to  enjoy  moderately,  the  vast  majority  of 
smokers  take  their  opium  as  most  Scotchmen  do  their  whisky — 
in  moderation  ;  and  a  Chinaman  stupefied  is  a  much  less  terrible 
person  than  a  Scotchman  drunk. 

*  Be  this  as  it  may,  so  long  as  the  Chinese  do  not  interfere 
with  the  production  of  opium  within  their  own  borders  in  any 
manner  which  can  be  considered  either  genuine  in  purpose  or 
effective  in  deed,  the  question  of  the  supply  by  India  to  China 
of  opium  hardly  comes  within  the  domain  of  practical  politics. 
So  long  as  the  Chinese  not  only  allow  the  free  cultivation  of  the 
poppy  by  their  people,  whether  in  the  west  or  the  east  of  China, 
but  regard  native-grown  opium  as  a  valuable  and  legitimate 
source  of  revenue,  the  cry  that  England  is  forcing  opium  on 


262  FINANCES   AND    PUBLIC   WORKS   OP   INDU. 

China  is  unfair  and  untrue,  and  statements  such  as  that  made  bj  a 
now  responsible  member  of  the  present  Government,  that  *  the 
opium  traffic  gravely  imperils  our  friendly  relations  with  the 
Chinese  Empire,'  are  unmeaning.     The  present  attitude  of  the 
central  and  provincial  Governments  of  China  regarding  natiTe 
opium,  as  judged  by  their  acts  and  forbearances,  not  their  words, 
and  the  present  state  of  poppy  cultivation  in  Western  China, 
must  be  taken  into  account  by  anyone  who  wishes  to  decide  for 
himself  the  question  which  the  Society  for  the  Sappresskm  of 
the  Opium  Trade  is  placing  before  the  country ;  and  the  sceietj 
itself,  in  not  fully  informing  itself  of  either  one  or  the  other, 
seems  to  be  basing  its  case  more  on  the  sands  of  prejudice  than 
on  the  rocks  of  truth.' 

In   a  subsequent  communication  the  same   writer 
makes  the  following  statements  : — 

*  All  over  the  west  of  China,  in  the  provinces  of  Szecfanen, 
Kweichow,  and  South-Westem  Hu  Pei,  opium  cultivation  if 
everywhere  tolerated,  and  in  most  places  encouraged  by  the 
provincial  officials.     The  production  there  is  not  only  sufficient 
for  the  entire  consumption  of  a  population  among  whom  the 
habit  of  opium-smoking  is  universal  and  who  have  never  even 
heard  of  Indian  opium,  but  is  leaving  a  yearly  increasing  surjilu.* 
for  the  supply  of  the  east.     Although  this  is  mostly  carried 
from  west  to  east  in  a  contraband  manner,  the  quantity  sent  '\y 
enormous  and  is  driving  out  the   Indian   drug  in  the  inland 
cities  of  this  and  tlie  neighbouring  provinces.     Two  travellers 
missionaries  belonging   to  the  China  Inland  Mission,  have  re- 
cently arrived  from  Bhamo,  on  the  upper  Irrawady.     They  re- 
port  the  ])rovince  of  Yunnan  to  be  rai)i(lly  recovering  from  its 
state  of  waste  and  desolation,  and  the  universal  form  of  the 
new   cultivation   to  be  a  winter  croj)  of  oi>ium.     In   Febmanr 
last    the   province  was  ablaze  with  poppies.     The  fact  is  that 
the  sui)i)ly  of  opium  from  India  is  a  small  i)art  of  the  total  con- 
sumption of  this  country ;  it  is  mainly  obtained  from  her  own 
fields,  and  the  cultivation  of  and  trade  in  the  drug  are  iwutici- 
pated   in  by  the  Government    of  the  country,  in   the  west  at 
least,  in  the   most  open  manner.     Under  the   circumstances, 
the   language   which  the  Government  at  Pekiu  have  recently 
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adopted  with  regard  to  the  modiciim  of  the  drug  coining  from 
India,  and  which  they  have  taught  their  representatives  abroad 
to  use,  and  their  acts  in  the  case  of  the  opium  clause  of  the 
Commercial  Treaty  with  the  United  States,  is  a  hyixwrisy 
which  deserves  a  stem  rebuke.  China,  in  the  matter  of  opium, 
in  reproducing  her  grievances  of  thirty  years  ago  as  the  trials 
of  the  present,  is  imposing  on  the  world.  WTiile  her  high 
authorities  at  the  capital  pose  as  plaintive  and  helpless  sufferers 
firom  the  Indian  import,  her  officials  and  people  throughout  the 
r^ons  of  the  empire  remote  from  foreign  gaze  are  cultivating 
opium  everywhere.  In  these  provinces  the  power  of  the 
Government  is  even  more  absolute  and  complete  than  it  is  on 
the  sea-board,  and  there  is  no  excuse  for  a  language  and  a 
foreign  policy  so  grossly  and  outrageously  inconsistent  with  the 
state  of  things  there.  The  imposture  has  met  with  success  in 
the  case  of  the  treaty  with  the  United  States,  but  it  is  to  be 
hoped  that  the  recent  accounts  of  travellers  and  foreign  officials, 
of  the  extent  of  opium  cultivation  in  the  provinces  which  are 
still  the  by-ways  of  China,  will  warn  ourselves  and  other  nations 
who  may  be  disposed  to  base  a  policy  in  the  East  on  the  philan- 
thropy of  the  West,  that  such  philanthropy  is  wasted  on  the 
China  of  to-day.'* 
• 

A  careful  inquiry  into  the  effect  produced  by  the 
Indian  opium  trade  on  the  people  of  China,  in  all  the 
parts  of  that  country  within  our  reach,  leads  conse- 
quently to  the  conclusion  that  if,  in  deference  to  the 
prejudices  to  which  allusion  has  been  made,  India  is 
deprived  of  the  revenue  which  she  now  obtains  from 
opium,  an  act  of  folly  and  injustice  will  be  perpetrated 
as  gross  as  any  that  has  ever  been  inflicted  by  a  foreign 
government  on  a  subject  nation.  India  now  possesses 
the  rare  fortune  of  obtaining  from  one  of  her  native 
products  a  great  revenue,  without  the  imposition  of 
taxes  on  her  own  people,  and  we  are  asked  to  sacrifice 

'  Letters  from  the  Shacghai  CorrespoDdent  oT  the  TmeSf  March  31 
and  September  28, 1881. 
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the  manifest  and  vital  interests  of  those  people,  to  whose 
good  we  are  pledged  by  the  highest  duties,  in  hope  of 
protecting  others,  against  their  will,  from  doubtful 
evils  ;  in  other  words,  to  inflict  certain  injury  where  we 
have  the  power,  in  pursuit  of  a  benevolent  chimen 
which  must  elude  us.  Truly,  to  use  the  words  of 
Condorcet, '  L'enthousiaste  ignorant  est  la  plus  terrible 
des  bStes  f^roces.' 

For  such  reasons  it  is  hardly  necessary  to  discuss 
the  validity  of  the  arguments  of  those  who  contend 
that,  in  the  interests  of  morality,  the  Government  of 
India  should  substitute  an  export  duty  as  in  Western 
India,  for  the  monopoly  in  Bengal,  and  still  less  to  enter 
into  the  question  whether  the  opium  revenue  ought  not 
to  be  abandoned  altogether,  and  the  cultivation  of  opium 
be  prohibited  in  our  own  and  in  the  native  states. 

With  reference,  however,  to  thie  first  of  these  ques- 
tions, it  seems  clear  that  unless  the  production  of  any 
staple  on  which  taxation  is  imposed  is,  by  some  natural 
causes,  absolutely  limited,  a  State  monopoly  is  the  most 
repressive  and  the  severest  of  all  fiscal  restraints.  If. 
therefore,  it  were  desirable  freely  to  promote  and 
develop  tlie  export  of  opium  from  India  to  the  utmost, 
it  might  -deserve  consideration  whether  the  interests  of 
tlie  country  and  of  the  trade  would  not  require  or 
justify  the  great  sacrifice  of  direct  revenue  which  the 
abandonment  of  tlie  monopoly  would,  certainly  in  the 
first  instance,  and  in  all  probability  permanently,  in- 
volve. Hut  if,  in  deference  to  feelings  which,  though 
mistaken,  cannot  })ractically  be  ignored,  it  were  admitted 
not  to  be  desirable  largely  to  increase  the  supply  of 
opium  to  China  and  other  countries  in  Eastern  Asia, 
then  it  seems  indisputable  that  the  last  course  to  pursue 
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should  be  to  give  up  the  Bengal  monopoly  and  throw 
open  the  trade.  An  export  duty  could  not  possibly 
be  regulated  with  that  undeviating  maximum  severity 
of  pressure  which  a  monopoly  secures.  K  it  is  legiti- 
mate, then  it  is  also  desirable,  that  we  should  obtain 
from  opium  the  highest  possible  revenue,  and  this  end 
can  only  be  attained  by  a  monopoly.  If,  on  the  other 
hand,  it  be  true  that  the  interests  of  moraUty  are  in- 
volved, then  those  interests  and  the  interests  of  the 
treasury  coincide  in  demanding  the  maintenance  of  the 
monopoly.  For  to  abandon  the  monopoly  would  be 
to  sacrifice  a  great  revenue  with  the  probable  result 
of  a  speedy  development  of  the  opium  exports.  In 
either  case  the  substitution  of  a  monopoly  of  Mdlwa 
opium  for  the  present  export  duty,  under  conditions 
suitable  to  the  joint  interests  of  the  British  and  Native 
Governments,  would  be  preferable. 

As  a  consequence  of  the  discussion  on  the  Opium 
question  in  the  House  of  Commons  last  session,  the 
Secretary  of  State  has  lately  invited  the  attention  of 
the  Government  of  India  to  the  general  position  of  this 
branch  of  the  revenue,  more  particularly  with  reference 
to  the  possibility  of  transforming  the  present  monopoly 
in  Bengal  into  a  system  of  excise.  The  question  is  not 
a  new  one,  and  until  now  the  suggestion  referred  to  has 
received  very  little  support  in  India.  My  own  opinion 
is  decidedly  adverse  to  entertaining  it,  but  beyond 
what  has  been  said  on  the  general  subject  it  is  not 
necessary  now  to  go. 

The  question  of  the  relative  fiscal  advantages  to 
British  India  of  the  Bengal  and  Mdlwa  systems  is  one  of 
great  importance,  and  the  facts  on  which  the  answer  to 
the  question  depends  will  be  explained. 
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A  chest  contains,  everywhere,  the  same  gross  weight 
of  opium — namely  a  fraction  over  140  lbs.  avoirdupois 
weight.  This  is  equal  to  a  Chinese  picid  (133^  lbs.), 
plus  5  per  cent,  which  is  appropriated  by  the  middle- 
men in  trade  perquisites.  The  different  chests,  however, 
contain  different  weights  of  what  is  technically  called 
'  fine  ^  opium/  as  follows : — 

A  chest  of  Behir,  coDsisteDce  76,  made  at  Patna  contains      .     105*107 
A  chest  of  Benares,  consistense  70,  made  at  Ghizipar  contains    96*1 

The  *  consistence '  is  the  percentage  of  *  fine  opium,* 
excluding  all  water.  The  weight  of  fine  opium  in  a 
chest  of  Mdlwa  opium  varies,  because  this  opium  is  not 
prepared  and  packed  under  any  responsible  supervision 
or  upon  any  uniform  system  ;  but  the  fixed  rate  of  duty 
favours  a  high  consistence,  and  it  is  usually  assumed 
that  Mdlwa  opium  contains  from  90  to  95  per  cent,  of 
fine  opium.  At  the  lower  of  these  two  consistencies, 
a  chest  contains  126128  lbs.  In  other  words,  a  che^i 
of  Behdr  opium  contains,  at  most,  "83,  and  a  chesit  of 
Benares  opium,  at  most,  -78,  of  the  contents  of  a  client 
of  M Aiwa  opium. 

Thus,  in  order  tliat  tlie  tliree  kinds  of  opium  mijjlit 
contribute,  equally,  to  the  British  Indian  Treasury,  it 
would  be  necessary  that,  for  every  Es.  100  of  duty 
levied  on  a  chest  of  Mdlwa  opium,  a  profit  of,  at  most, 
Rs.  83-5-4  should  be  obtained  on  a  chest  of  lieluir  opium, 
and  a  profit  of,  at  most,  Rs.  77-12-5  on  a  chest  <'f 
Benares  opium. 

The  actual  cost  of  a  chest  of  BehAr  opium,  indudinL^ 
a  liberal  allowance  for  interest  on  the  capital  emph»yed, 

'  *  Fine  opium  '  w  opium  dried  to  powder  on  a  sto-am  table  at  iKKy*  Fahr.. 
and  then  wt'ii^hod  whilst  a  litth*  warm,  i.e.,  U^foro  moisture  can  berea>«orM 
from  the  atmosphere. — Ojnum  Manual ^  1876  edit.,  paras.  68  and  7S. 
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and  for  all  indirect  charges,  is  Rs.  436,  and  of  a  chest  of 
Benares  opium  Rs.  373.^ 

The  following  table  shows  the  least  duty  which  it 
-would  be  necessary  to  levy  on  a  chest  of  Mdlwa  opium 
to  obtain  from  it  a  revenue  as  large  as  that  derived 
from  a  chest  of  Bengal  opium  at  various  prices  : — 


OOBBSBFOKDIHO 

PrICB  or  A  CHE8T  OP 

DCTT  ON  A  CHnr  OF 

t 

Beh&r  Opium. 

— ^ 

Benares  opinm. 

M4Iwa  Opinm. 

Bf. 

R>. 

Bs. 

936 

840 

600 

978 

879 

660 

1,019 

917 

700 

1,061 

966 

760 

1,103 

996 

800 

1,144 

1,034 

860 

1,186 

1,078 

900 

1,228 

1,112 

960 

1,269 

1,161 

1,000 

1,811 

1,190 

l,a50 

1,363 

1,229 

1,100 

1,394 

1,267 

1,160 

1,436 

1,306 

1,200 

1,478 

1,846 

1,260 

1,619 

1,884 

1,800 

With  these  facts  before  us,  we  must  remember  in 
proceeding  further  to  consider  the  fiscal  advantages  of 
the  two  systems,  that,  apart  from  the  direct  revenue 
which  reaches  the  treasury,  the  cultivation  of  the 
poppy,  both  in  Behdr  and  in  the  North-Western  Pro- 

^  Cfxt  of  a  chest  of  Behdr  opium, 

Ba. 
68  seers  2  cliittacks  opium  @  7696*coiiBi8teDce  =  78  seers  @ 

70%  consistence, — @  Rs.  6  a  seer  .  .  .    366 

Cost  of  manufacture  and  packing,  interest  on  capital,  per- 
centage for  pensions  and  leave  allowance  of  officers,  &c.  .      71 

436 
Co&t  of  a  chest  of  Benares  opium, 

68  seers  2  chittacks  @  70%  conmstence, — @  Ra.  4-8  a  seer  .    307 
Miscellaneous  itama  as  before .  «  •  •  .66 
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vinces,  is,  notwithstanding  the  monopoly,  very  profit- 
able to  the  agricultural  population  directly  engaged  in 
it,  and  to  the  landholders  who  obtain  a  high  rent  for 
land  upon  which  the  poppy  is  grown.  This  is  an 
established  fact,  denied  by  no  one.  The  cultivation  b 
extremely  popular,  and  there  is  no  doubt  that  it  leads 
to  no  objectionable  consumption  of  opium  by  the 
people  who  carry  it  on. 

On  the  other  hand,  although  we  fix  the  export 
duty  on  Mdlwa  opium  at  our  discretion,  we  have  never 
objected  to  the  Native  States  in  which  the  opium  is 
produced  obtaining  revenue  from  this  source.  Opium 
has  always  been  one  of  the  chief  branches  of  their 
income.  It  is  impossible  to  say  how  much  per  chest  b, 
on  an  average,  thus  levied ;  we  do  not  know  the  true 
cost  of  the  production  of  a  chest  of  opium  in  Mdlwa ; 
and  the  numerous  Native  States  concerned  impose 
their  dues  partly  in  the  shape  of  increased  revenue 
upon  lands  on  which  tlie  poppy  is  cultivated,  an<l 
partly  as  transit  duties.  If  it  should  be  found  possible, 
at  some  future  time,  to  substitute  for  the  present 
system  in  Muhva  a  monopoly,  the  profits  of  whiih 
might  be  divided  in  suitable  proportions  between  the 
Britisli  Government  and  the  Native  States,  there  would 
be  great  advantages  in  the  change ;  but  there  are 
serious  difficulties  to  overcome  before  it  could  be  made. 

Meanwhile,  it  is  clear  that,  chest  for  chest,  ilu- 
Bengal  opium  monopoly  yields  us  much  more  reveiiui* 
than  the  MiUwa  export  duty,  so  that  we  gain  largely 
upon  every  chest  of  Bengal  opium  which  is  substitute: 
for  Mdlwa  opium.  This  may  be  shown  as  follows : — 
About  45,000  cliests  of  Miilwa  opium  are  now  ex|)orteil 
yearly,  upon  which  we  levy,  at  the  present  rate  of  duty 
(Ks.  700  a  chest),  o,loO,()0()/.     At  the  rates  obtained  al 
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the  sale  held  in  November,  1880,  in  Calcutta,  the 
profits  on  the  same  quantity  of  Behdr  opium  would 
have  been  5,081,400/.,  and  of  Benares  opium  5,635,300/.^ 
Even  at  the  much  lower  average  prices  of  the  whole 
year  1879-80,  the  profits  would  have  been,  at  Behdr 
prices,  4,158,000/.  and  at  Benares  prices,  4,402,000/.^ 
These  calculations  include  the  recent  increase  in  the 
price  paid  for  Behdr  crude  opium,  and  all  indirect 
charges. 

Significant  as  these  figures  are,  they  do  not  tell  the 
whole  tale.  There  is  every  reason  to  beUeve  that  the 
taxation  of  Mdlwa  opium  by  the  Native  States  is  not 
sufficient  to  make  the  whole  burden  upon  it  equal  to 
that  borne  by  Bengal  opium  under  the  monopoly.  To 
whatever  extent  the  aggregate  British  and  native  duties 
on  Mdlwa  opium  fall  short  of  the  Bengal  monopoly 
profits,  the  Mdlwa  opium  must  compete  on  unfairly 
favourable  terms  with  Bengal  opium,  and  the  tendency 
of  this  competition  must  be  to  reduce  the  Bengal 
monopoly  profits. 

Accordingly,  the  established  pohcy,  in  the  manage- 
ment of  the  opium  revenue,  is  to  regard  our  chief 
interest  as  concentrated  in  the  Bengal  monopoly,  and  to 
regulate   our  action  in  respect  to  Mdlwa  opium  with 

'  Thus  calculated : — 

45,000  chests  @  90  %  consistence  =  54,000  chests  @ 
75  %  «  67,857  chests  @  70  %  consistence. 


At  the  sat.s  in  Nov.  1880. 
1 

DUBIXO  THB  WHOLE 
TEAR  187^80. 

Average  price  of  a  chest  . 
Cost  price 

Beh4r.         Benares. 
Rs.                Rfl. 

.    1,377        1,347 
.       436           373 

BehAr.         Benares. 

Bs.                Bs. 
1,206          1,134 

436           373 

Profits      .... 

.       941           974 

770           761 

64,000  chests  x  941  =Rs.  5,08,14,000  and  x  770  =  Rs.  4,16,80,000 
67,857  chests  x  974  =  Rs.  5,63,53,000  and  x  7G1  =  Rs.  4,40,29,000 
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a  primary  regard  to  that  interest.  For  this  reason, 
on  a  comparison  of  the  prices  of  M&lwa  and  Bengal 
opium,  the  duty  on  Mdlwa  opium  was  raised,  in  July, 
1877,  by  Rs.  50  a  chest,  and,  again,  in  September,  1879, 
by  another  Bs.  50  a  chest.  The  export  duty  on  a  chest 
of  Mdlwa  opium  is  now  Rs.  725  when  paid  at  Ajmir* 
and  Bs.  700  when  paid  elsewhere.  At  present  Bengal 
prices,  a  chest  of  Mdlwa  opium  is  taxed  Es.  429  less 
than  an  equal  quantity  of  Behdr  opium,  and  Es.  652  less 
than  the  same  quantity  of  Benares  opium. 

The  high  level  of  Bengal  prices  which  has  lately 
prevailed  has  been  regarded  as  to  some  extent  accidental, 
and  to  it  has  been  attributed  the  dulness  of  the  MAlwa 
trade.  A  further  increase  to  the  Mdlwa  duty  was 
therefore  not  proposed.  But,  if  present  Bengal  prices 
should  be  maintained,  and,  especially,  if  the  M41wa 
trade  should  revive  without  a  simultaneous  collapse  of 
Bengal  prices,  there  is  no  doubt  that  the  duty  on  M41wa 
opium  should  be  further  increased. 

It  is  diffinilt  to  lay  down  any  principle  upon  which 
to  fix  the  dillerence  which  should  be  allowed  in  favour 
of  Mdlwa  opium  as  a  margin  for  Native  State  taxation, 
but  probably  it  need  not,  under  existing  conditions,  l)e 
more  than  Rs.  250  a  chest  ;  that  is  to  say,  the  duty  on 
Malwa  ()])ium  should,  as  a  rule,  exceed  the  present  rate 
of  Rs.  700  in  the  proportion  of  Rs.  100  for  every  R-?. 
83-5-4  by  which  the  permanent  average  price  of  liehar 
opium  exceeds  Rs.  1,228  a  chest.  On  the  other  hand, 
the  existing  duty  of  Rs.  700  need  not  be  reduced  unless 
the  average  ])rice  of  Behiir  opium  falls  permanently 
below  Rs.  1,186  a  chest. 

The  policy  of  maintaining  a  reserve  of  Bc»ngal  oj)iuin, 

'  The  exporU  from  Ajiufr  are  insi^^iticant.  The  duty  there  ismihmocrd. 
becauee  we  do  not  with  to  divert  opium  to  Ajmir  from  the  neighbouring 
Nati\o  .Stfltee. 
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in  order  to  prevent  fluctuations  in  the  supply  sold  month 
by  month,  has  already  been  described,  and  is  not  now, 
it  is  hoped,  Ukely  to  be  seriously  questioned ;  but  there 
is  still  enough  speculation  in  the  opium  trade  to  make 
it  probable  that,  from  time  to  time,  pressure  will  be 
put  upon  the  Government  to  induce  it  to  revert  to  the 
plan  of  yearly  notifications,  with  all  its  attendant  in- 
conveniences. A  deaf  ear  should  be  turned  to  all  such 
demands.  The  chief  hope  of  getting  rid  of  the  specu- 
lative element  in  the  trade  lies  in  a  steady  perseverance 
in  the  system  of  fixed  monthly  sales,  subject  to  as  unfre- 
quent  variations  as  possible. 

The  Government  of  Bengal  has  sometimes  been  dis- 
posed to  favour  a  dangerous  reduction  in  the  amount  of 
the  opium  reserve.  Such  influences  also  should  be  re- 
sisted. The  minimum  reserve  on  December  31  should 
be  30,000  chests,  besides  the  whole  of  the  crop  last 
gathered,  and  a  still  larger  reserve  might  be  desirable. 
The  reserve  on  December  31,  1880,  was  only  25,183 
chests,  and  it  is  not  yet  clear  that  it  will  be  possible  to 
maintain  permanently  the  present  fixed  montlily  sales 
of  4,700  chests;  experience  only  can  decide  this. 

The  supply  of  Bengal  opium  should  certainly  be 
developed  to  whatever  extent  may  be  found  possible. 
This  matter  has,  from  time  to  time,  received  much 
attention.  Some  years  ago,  the  Opium  Agent  at 
Ghizipur  was  deputed  to  inquire  whether  the  poppy 
could  be  profitably  cultivated  in  the  Punjab  and  Sindh. 
His  reports  were  not  encouraging,  and,  according  to 
present  information,  it  seems  hkely,  not  only  that  the 
production  of  Bengal  opium  cannot  be  much  increased, 
but  that  in  order  to  maintain  the  present  production,  it 
may  be  necessary  to  increase  the  price  paid  to  the  culti- 
vators for  crude  opium.     The  price  was  raised  in  1880 
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in  the  Behdr  Agency,  from  Es.  4-8  to  Es.  5  a  seer  of 
70  per  cent,  consistence.  There  should  be  no  hesitation 
about  any  needful  increase  of  price,  as  occasion  arises. 

The  views  of  those  who  object  on  economical  grounds 
to  the  extension  of  the  cultivation  of  opium  need  not 
be  discussed  at  length.  About  500,000  to  550,000 
acres  of  land  are  now  cultivated  with  poppy  in  Bengal, 
on  much  of  which  a  second  crop  is  grown.  The  poppy 
takes  the  place,  for  the  most  part,  of  garden  crops,  not 
of  cereals.  The  appropriation  of  half  or  three-quarters 
of  the  productive  capacities  of  half  a  million  of  acres, 
or,  say,  including  Mdlwa,  of  a  million  of  acres  or  more 
to  this  valuable  commodity,  is  far  from  being  a  matter 
for  regret  upon  economic  principles ;  on  the  contrary, 
the  discovery  of  fresh  staples,  other  than  food  crops, 
which  can  be  profitably  grown  in  India,  a  country  so 
essentially  dependent  on  its  agricultural  produce,  is  a 
constant  desideratum. 

It  has  been  contended  by  some  authorities  that  a 
larger  net  revenue  would  be  obtained  by  the  sale  of  a 
limited  supply  of  Indian  opium  at  a  higher  price,  than 
by  the  sale  of  a  larger  supply  at  a  lower  price.  It  is 
not  worth  while  to  examine  this  hypothesis.  The 
Government  of  India  wisely  concluded,  many  years 
ago,  as  already  noticed,  that  its  opium  revenue  would 
be  endangered  if  the  price  of  Btngal  opium  should 
rise,  for  any  length  of  time,  above  Rs.  1,21)0  a  chest ; 
but,  with  all  its  efforts  to  extend  the  cultivation  and 
discourage  speculation,  it  has  not  been  able  to  prevent 
this  hmit  being  constantly  passed.  It  can  hardly  Ik* 
conceived  that  tlie  Government  of  India  will  ever  l>e 
so  foolish  as  to  restrict  its  opium  exports  otherwise  than 
under  necessity. 

In   conclusion,  it  must  l)e  urged  that  the  opium  re- 
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venue  should  be  directly  administered  by  the  Govern- 
ment of  India  itself,  and  that,  while  the  co-operation  of 
the  local  governments  should  be  encouraged  and  even 
insisted  upon,  these  Governments  should  not  interpose 
between  the  Government  of  India  and  the  Opium  Agents. 
The  care  and  abihty  with  which  the  Government  of 
Bengal  has  discharged  its  duties  in  respect  to  the  man- 
agement of  this  department  is  fully  acknowledged  ;  but 
its  hands  are  full  of  other  work,  and  an  increasing 
proportion  of  the  Bengal  opium  is  produced  beyond  the 
limits  of  Bengal.  The  interests  at  stake  are  so  vast,  and 
the  risk  of  some  misunderstanding,  involving  a  disturb- 
ance of  established  policy,  is  so  considerable,  that  it 
cannot  be  doubted  that  the  management  of  the  opium 
revenue  should  be  in  the  immediate  charge  of  the 
Government  of  India,  every  precaution  being  taken  to 
preserve  its  traditional  poUcy  unbroken. 

Illustrations  could  be  given  of  the  dangers  to  which 
the  opium  revenue  is  exposed.  On  one  occasion,  not 
very  long  ago,  orders  were  actually  issued  for  the  re- 
duction of  the  cultivation  in  Bengal,  which,  if  they  had 
not  been  cancelled,  would  in  all  probability  have  pre- 
vented the  formation  of  the  long  contemplated  reserve 
and  the  recent  large  increase  of  the  revenue.  It  is  very 
desirable  that,  while  leaving  all  needful  freedom  to  the 
Government  of  India  as  to  details.  Her  Majesty's  Govern- 
ment should  peremptorily  forbid  any  innovation  in  the 
management  of  this  department  without  the  previous 
sanction  of  the  Secretary  of  State  in  Council.  The  con- 
servative instincts  of  the  India  Oflfice  would  in  this  case 
have  a  very  valuable  influence. 


CHAPTER  XV. 

THE   CUSTOMS  DUTIES. 

eSNERAX  RATES  OF  DT7TT  BEFOBB  1875 — ^BEDUCTIOVS  ICADB  BT  LORD  ITOItlif- 
BBOOK — PUBLIG  0PIHI09  HT  INDIA  IKDIFVKBXirT  OB  UlTFATOrBABIB  TO 
FREE  TRADE — LORD  SAUBBURT^S  ORDBEB  FOE  RBXOTAL  OF  lUfOKt 
DUTIBB  OF  COTTON  GOODS — DEOLARATION  OF  PEDTCIPLBi  BT  £01» 
LTTION's  eOTERNXXNT  HT  1878 — fiPBOIAL  nCPORIAHCE  OF  FBSB  TlAlll 
TO  IKDIA — DIFFIOULTT  OF  FRAJONO  AN  UVOBJBOnOKABUi  CCVIOMS 
TARIFF — RBMOTAL  OF  IXPORT  AND  EXPORT  DUTIBB  TN  1878  AlTD  1880— 
DUTY  ON  RICE  ALONE  REMAINS  AMONO  EXP0BT8 — U>RD  aAUUrBT*! 
AReUMENTS  FOR  REMOVAL  OF  COTTON  DUTIBB — HIB  0BDBB8  RMPBAnKT 
CONFIRMED  BT  HOUSE  OF  COMMONS — FIRST  STEP  TAKEN  BT  SUDIPTIOS 
OF  eOODS  WITH  WHICH  INDIAN  MILLS  COULD  COMPETE — FURTHEB  BI- 
EMPTIONS  IN  1879~THBIR  EFFECT— ENORMOUS  INCRSAIB  OF  nfPORIt 
OF  DUTT-FREB  GOODS — INCREASED  PROSPERTTT  OF  INDIAN  MILLS— NEO^ 
8ITT  FOR  BAKLT  EXTEN8T0N  OF  RRMI88I0X8  TO  ALL  GREY  GOOIW — AFrO 
WHICH  COMPLKTB  EXEMPTION  SHOULD  FOLLOW — REMAINING  CriiT^>«* 
DUTIES  THEN  OF  SMALL  IMPORTANCE — ALL  INDIAN  PORT»  SHOULD  Bl 
THROWN   OPEN. 

Great  changes  were  made  during  the  Viceroyalty  of 
Lord  Lytton  in  the  customs  tariff,  and  in  the  ])ractioe 
which  the  Government  of  India  had  previously  foUoweii 
in  regard  to  its  commercial  poUcy.  The  merits  uf 
those  clianges  have  been,  and  will  be,  very  differently 
estimated,  but  no  one  doubts  their  importance.  They 
must  produce,  fcjr  good  or  evil,  great  effects  on  the 
commercial  and  manufacturing  interests  of  India,  ami 
on  the  financial  position  of  the  Government. 

riiere  has  been  much  acTimonious  discussion  <»f 
these  questions,  and  much  has  been  said  in  the  heal  of 
controversy,    which    reasonable    men    will    agree    haJ 
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better  be  forgotten.     In  order  to  avoid  the  repetition  of 
such  errors,  it  is  desirable  to  enter  as  little  as  possible 
into  fresh  argument,  but  rather  to  give  a  dispassionate 
account  of  what  has  been  done  or  proposed,  and  of  the 
results  actual  or  anticipated. 

It  is  not  necessary  to  follow,  in  any  detail,  the  history 
of  the  commercial  legislation  of  India  during  the  last 
ten  or  twenty  years.  It  has  already  been  referred  to  in 
Chapter  11.  Until  1860  almost  everything  imported  or 
exported  was  taxed.  In  1860  the  general  rate  of  duty 
on  imports  was  10  per  cent,  ad  valorem^  and  on  exports 
3  per  cent.  Various  changes,  of  which  some  only  of  the 
more  important  need  be  noticed,  were  subsequently 
made  from  time  to  time.  In  1864  the  general  rate  of 
duty  on  imports  was  reduced  from  10  to  7^  per  cent. 
Between  1860  and  1867  many  articles  were  exempted 
from  export  duty,  and  in  the  latter  year  a  large 
number  of  minor  articles  were  placed  on  the  free  list 
of  imports.  In  1871  the  articles  subject  to  export  duty 
were  reduced  to  eight  in  number, — cotton  goods,  grain, 
hides,  indigo,  lac,  oils,  seeds  and  spices. 

In  1875  important  changes  in  the  tariff  were  made 
by  the  government  of  Lord  Northbrook.  The  general 
rate  of  duty  on  imports  was  reduced  from  7  J  to  5  per 
cent.,  and  the  only  articles  which  remained  liable  to  ex- 
port duty  were  rice,  indigo  and  lac.  This  was  the  state 
of  things  when  Lord  Lytton  became  Viceroy. 

In  his  speech  in  the  Legislative  Council,  on  the  5th 
August,  1875,  Lord  Northbrook  gave  an  explanation  of 
the  general  views  which  he  held  on  the  subject  of  cus- 
toms duties  in  India.  He  in  no  way  expressed  approval 
of  customs  duties  in.  themselves  as  a  means  of  raising 
revenue  in  India.  He  accepted  them  as  the  lesser  of 
two  evils,  and  did  not  disguise  his  regret  that  in  his 

T  2 
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opinion  circumstances  prevented  him  from  canyinj: 
out  thoroughly  in  India  those  principles  of  free  trade, 
the  universal  truth  of  which  he  fully  recognised.  In 
this  aspect  of  the  subject  there  was  little  or  no  differ- 
ence between  the  principles  of  Lord  Northbrook  and 
those  of  Lord  Lytton,  although  there  was  a  wide  dif- 
ference in  the  action  taken  by  them.  While  Lord 
Northbrook  admitted  the  objections  to  which  customs 
duties  were  open,  he  considered  that  we  could  not 
afford  to  abandon  the  revenue  which  they  yielded,  and 
that  as  it  was  impossible  to  replace  them  by  other  taxes 
which  would  not  be  more  objectionable,  they  raust  Ik? 
retained. 

These  views  found  general  acceptance  in  India  both 
among  the  official  and  unofficial  classes.  As  a  general 
rule,  subject  to  rare  exceptions,  few  people  in  India 
think  much  about  economic  questions,  and  public 
opinion  regarding  them  is  almost  always  in  favour  of 
the  policy  of  leaving  things  alone,  which  too  often  i"* 
also  the  most  ignorant  and  unenlightened  policy.  Thi*' 
reproach  has  no  special  appUcability  to  India,  for,  ex- 
cepting perhaps  England,  there  are  few  countries  whi«*h 
do  not  equally  deserve  it.  Hence  the  practical  applica- 
tion to  the  Indian  customs  tariff  of  free  trade  prin- 
riples  might  have  been  delayed  for  an  indefinite  periiKl, 
however  satisfactory  had  been  the  general  condition 
of  our  finances,  had  not  the  interests  of  the  English 
manufacturers  of  cotton  goods  forced  the  matter  int<> 
prominence. 

Whether  it  might  not  be  right  to  impose  fresh  taxe> 
for  the  puri)ose  of  getting  rid  of  the  cotton  duties,  w 
other  parts  of  the  Indian  customs  tariff,  if  they  could 
be  got  rid  of  in  no  other  way,  is  a  cjuestion  on  which 
opinion  differs,  but  it  need  not  now  l)e  dis<*usse<l.      Iit>nl 
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Salisbury,  when  he  was  Secretary  of  State  for  India,  and 
Lord  Lytton  as  Viceroy,  repeatedly  declared  that  no 
such  course  would  be  adopted  by  the  Government. 
Nor  was  it  suggested  by  those  who  thought  it  might 
have  been  legitimate,  because  they  were  satisfied  that 
these  and  other  necessary  fiscal  reforms  could  be  carried 
out  without  fresh  taxation.  This  anticipation  has  been 
justified  by  the  event. 

Lord  Salisbury,  however,  was  not  satisfied  with 
Lord  Northbrook's  conclusions.  In  a  despatch  dated 
May  31,  1876,  he  declared  his  conviction  that  the  true 
interests  of  India,  as  well  as  the  legitimate  claims  of 
English  industry,  required  a  reconsideration  of  the 
matter ;  that  the  complete  removal  of  the  duties  on 
cotton  goods  was  essential  as  soon  as  the  condition  of 
the  finances  would  allow,  and  that  they  could  not  be 
relied  upon  as  a  permanent  source  of  revenue. 

Lord  Lytton  was  prepared  to  act  in  complete  ac- 
cordance with  these  views,  and  if  his  Government  had 
not  fallen  upon  evil  times  of  famine  and  of  great 
financial  disturbance  caused  by  the  depreciation  of  the 
value  of  silver,  there  would  now  be  no  cotton  duties, 
and  not  many  other  customs  duties,  in  India.  It  was 
not  until  the  beginning  of  1878  that  any  action  be- 
came possible,  when  an  important  step  was  taken  by 
the  pubUc  definition  and  authoritative  declaration  of 
the  principles,  which  the  Government  adopted  and  in- 
tended to  carry  out  gradually  as  circumstances  allowed. 
This  declaration  was  made  in  Sir  John  Strachey's 
financial  statement  for  1878-79,  as  follows  : — 

*The  Grovemment  deems  it  right  to  place  on  record  the 
principles  on  which  its  action  is  at  the  present  time  guided, 
and  by  which  it  desires  to  be  guided  in  the  future. 

^  It  is  not   necessary  now  to  discuss  the  advantages  to  a 
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country  of  free  trade  and  the  disadvantages  of  protective 
duties.  It  is  sufficient  to  say  that  these  have  been  admitted 
for  many  years  by  the  statesmen  who,  of  whatever  party,  have 
guided  the  policy  of  the  United  Kingdom.  In  pursuance  of  the 
principles  thus  accepted,  the  tariff  of  the  United  Kingdom, 
which,  less  than  thirty  years  ago,  subjected  to  duty  more  than 
one  thousand  different  articles,  has  been  brought  down  by 
various  stages  to  some  half  dozen,  of  which  the  only  important 
ones  are  wine  and  spirits,  tea  and  tobacco.  At  the  same  time 
all  export  duties  have  been  abolished. 

*The  principles  on  which  the  customs  legislation  <rf  the 
United  Kingdom  has  been  based  are  now  admitted  axioms  by  all 
who  recognise  the  theoretic  advantages  of  free  trade.  They 
must  be  regarded  as  a  part  of  the  national  policy  which  Great 
Britain  has  finally  adopted,  and  which  the  Secretary  of  State  for 
India,  with  the  deliberate  approval  of  the  House  of  Commons, 
has  required  the  Government  of  India  in  this  country  to  carry 
out. 

*  These  principles  are,  as  regards  imports: — 

*  1.  That  no  duty  should  exist  which  affords  protection  to 
native  industry ;  and,  as  a  corollary,  that  no  duty  should  be 
applied  to  any  article  which  can  be  produced  at  home,  without 
an  equivalent  duty  of  excise  on  the  home  production  ;  alns 
that  no  duty  should  be  levied  except  for  purely  fiscal  purpi»>es. 

'2.  That,  as  far  as  possible,  the  raw  materials  of  industry 
and  articles  contributing  to  production  should  be  exempt  fn>m 
customs  taxation. 

'  3.  That  duties  should  be  applied  only  to  articles  which 
yield  a  revenue  of  sufficient  importance  to  justify  the  inter- 
ference with  trade  involved  by  the  machinery  of  collection. 

*  As  regards  exports — that  duties  should  be  levied  on  thos^e 
commodities  only  in  which  the  exporting  country  has  practi- 
cally a  monopoly  of  i)roduction. 

*  These  principles  are  of  general  application  ;  but,  in  the  ca^ 
of  India,  they  possess  a  peculiar  significance.  India  is  a  ciiuntrj 
of  unbounded  material  resources,  but  her  |)eople  are  a  \km>t 
I>eople.  Its  characteristics  are  ^^reat  jMjwer  of  production,  but 
almost  total  absence  of  accumulated  capital.  On  this  acoouut 
alone  the  prosjierity  of  the  country  essentuilly  dei>ends  on  it* 
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being  able  to  secure  a  large  and  &Toiirable  outlet  for  its  flmrplns 
produce.  But  there  is  a  special  feature  in  the  economic  con- 
ditions of  India  which  renders  this  a  matter  of  yet  more 
pressing,  and  even  of  vital  importance — this  is  the  fact  that 
her  connection  with  England^  and  the  fmanrial  results  of  that 
connection,  compel  her  to  send  to  Enn^  ereiy  year  aboot 
20,000,000^.  sterling  worth  of  her  products  withoot  receiving 
in  return  any  direct  commercial  equivalent.  It  is  this  excess 
of  exports  over  imp<»rts  which,  in  the  language  of  the  econo- 
mists, is  described  as  tribute.  It  is  really  the  return  fco*  the 
foreign  capital,  in  its  broadest  sense,  which  is  invested  in  India, 
including  under  capital  not  only  money,  but  all  advantages 
which  have  to  be  paid  for — such  as  the  intelligence,  strength 
and  energy  on  which  good  administration  and  commerci^ 
prosperity  depend.  From  these  causes  the  trade  of  India  is  in 
an  abnormal  position,  preventing  her  receiving,  in  the  shape 
of  imported  merchandise  and  treasure,  the  full  conunercial 
benefit  which  otherwise  would  spring  from  her  vast  material 
resources. 

'  The  comparatively  undeveloped  condition  of  the  trade  of 
India  may  be  illustrated  by  the  following  figures: — The  value 
of  the  imports  and  exports,  taken  together,  per  head  of  the 
population  is  in  the  United  Kingdom  about  20/.  In  British 
India  it  is  about  10«.  The  customs  revenue  on  the  few  articles 
now  retained  in  the  import  tariff  of  the  United  Kingdom  is 
about  1 28.  per  head  ;  while  that  of  India,  on  all  the  articles  of 
its  lengthy  tariff,  is  about  3<Z.,  showing  that  small  as  is  the 
proportion  of  the  foreign  trade  of  India  to  that  of  England, 
the  proportion  of  customs  revenue  derived  from  it  is  smaller 
still. 

'  Here  then  is  a  country  which,  both  from  its  poverty,  the 
primitive  and  monotonous  condition  of  its  industrial  life,  and 
the  peculiar  character  of  its  j>olitical  condition,  seems  to  require 
from  its  Government,  before  all  things,  the  most  economical 
treatment  of  its  resources,  and,  therefore,  the  greatest  possible 
freedom  in  its  foreign  exchan*ges. 

'  Under  these  circumstances,  what  are  the  conditions  of 
production  and  consumption  in  India  ?  How  far  is  it  possible 
to  construct  a  tariff  of  import   and  export  duties  which  will 
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comply  with  the  accepted  canons  of  taxation  ?     And  how  hr 
does  the  existing  tariff  conform  to  those  canons  ? 

^  In  answering  these  questions,  it  will  be  found  that  Indi^ 
by  the  extent  and  fevourable  conditions  of  its  territofr,  i« 
capable  of  producing  almost  every  article  required  for  the  use  of 
man.  If,  therefore,  the  import  customs  tariff  be  maintained, 
it  will  involve  the  evils  of  protection,  unless  an  excise  duty  to 
countervail  the  customs  duty  be  imposed  upon  almost  even- 
item  which  the  tariff  now  includes.  Now,  as  excise  duties  an? 
generally  costly,  vexatious,  and  inconvenient  forms  of  taxation, 
and  would  be  in  most  cases  impracticable  in  India,  this  of  it49elf 
is  a  reason  against  the  permanent  retention  of  the  exist  in;;^ 
customs  tariff,  and  one  which  interposes  a  very  serious  difficulty 
in  the  way  of  constructing  one  that  shall  be  free  from  objection. 
Since  almost  every  article  that  is  now  on  the  tariff,  or  that 
could  be  named,  is  either  produced  or  is  capable  of  being 
produced  in  India,  it  follows  that  import  duties  must  in  eveiy 
case  be  actually  or  potentially  protective,  while,  with  the  ex- 
ception of  liquors  and  salt,  none  of  them  are  subject  to  an 
excise. 

*  Again,  the  people  of  India  are  too  poor  to  consume  maiiv 
luxuries.  The  import  trade  merely  consists  of  what  miiy  U- 
considered  either  the  materials  of  industry  or  the  nec-essiirie>  •»! 
life.  It  will  accordingly  be  found  that  nearly  all  the  heads  «»f 
customs  revenue  which  are  of  any  imi)ortance  are  derivtrd  from 
one  or  other  of  these  descriptions  of  commodities,  and  that  thf 
revenue  deiived  from  other  articles  is  so  insignificant  as  neither 
to  justify  the  machinery  of  collection  nor  the  interference  with 
the  trade. 

'The  total  amount  of  im})ort  duties  was,  in  187H-77, 
4,170,947/.,  or,  deducting  erroneous  collections,  refunds  ;in«i 
drawbacks  on  re-exix>rtation,  4,098,296/. :  of  this  latter  sinu 
there  was  realised — 

From  salt      .  .  £2,4J>1,010 

From  liquors  .  8.*n,701 

ToUl  .  £2,822,771 

On  these  articles  there  is  an  internal  excise  dutv  countervailinj; 
the  customs  duty. 

'Deducting   the  duty  on   these  two  articles,  there  rern.rTi* 
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1,275,525^  Deducting  again  from  this  the  revenue  realised 
from  cotton  goods,  or  811,340^.,  there  remains  464,185^.,  which 
is  thus  distributed : — 


Copper    . 

.  /65,e24 

Iron 17,006 

Other  metala       .....    30,020 

£112,740 

Silk,  raw  and  mannfactuied       ....        43,727 

Woollen  manu&ctaree    ..... 

38,068 

Provisionfl 

•                       •                       •                       i 

32,901 

Apparel  . 

•                       •                       •                       < 

25,658 

H^ware  and  catlary    . 

►                       •                       •                       •                       « 

21,049 

Spices 

»                       •                       •                       •                       < 

18,724 

Sugar 

13,886 

Glam 

13,244 

Railway  matenals 

11,335 

Articles,  each  group  of  which  gave  less  than  10,000^ 

132,853 

Total 

.    £464.185 

*  Many  of  the  nimierous  articles  in  the  last  class  yield  each 
an  insignificant  revenue,  and  nearly  the  whole  are,  or  can  be, 
produced  in  India.  The  duties  on  them  are  thus  indefensible 
in  principle,  and  cannot  consistently  be  maintained  longer  than 
financial  exigencies  require  their  retention.' 

When  making  this  declaration  of  principles  the 
Government  of  India  added  that  it  would  not  hasten, 
by  imposing  fresh  taxation,  the  fiscal  reforms  thus  de- 
clared to  be  necessary,  and  that  it  confidently  expected 
that  the  normal  growth  of  the  revenues  would  place  at 
its  disposal  the  necessary  means. 

In  March,  1878,  twenty-nine  out  of  the  sixty-two 
major  heads  under  which  the  customs  tariff  was  classi- 
fied, comprising  a  larger  number  of  sub-heads  and  a 
multitude  of  articles,  were  swept  away.  This  remission 
of  duties  involved  an  estimated  loss  to  the  revenue  of 
51,400/.  The  inland  duties  on  the  export  of  sugar  to 
Native  States,  to  which  reference  has  already  been  made, 
were  at  the  same  time  abolished,  with  a  loss  of  150,000/. 

In  February,  1880,  the  export  duties  on  indigo  and 
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lac  were  removed.  The  average  amount  derived  from 
the  export  duty  on  indigo  was  42,000/.  The  export 
duty  on  lac  yielded  about  9,000/.  With  the  exception 
of  the  duty  on  rice,  no  export  duties  now  remain  on 
the  Indian  tariff. 

The  effect  of  the  duty  on  the  manufacture  of  indigo 
may  not  actually  have  been  great,  but  the  progress  of 
scientific  discovery  is  now  so  rapid  that  any  day  this 
industry  might  have  been  seriously  threatened  by  some 
chemically  prepared  substitute,  and  we  should  then 
have  been  exposed  to  the  deserved  reproach  of  having 
stimulated  competition  by  the  suicidal  folly  of  our 
fiscal  legislation.  Even  as  these  words  are  written,  this 
possibiUty  has  been  so  far  reahsed  that  the  artificial 
preparation  of  indigo  has  become  a  fact,  though  its 
high  price  for  the  present  may  preclude  its  use. 
Export  duties  enjoy  the  credit  of  having  deprived  India 
of  an  almost  exclusive  trade  in  saltpetre ;  they  were 
taken  off  when  it  was  too  late  to  repair  the  miscliief, 
and  the  Government  of  India  did  not  choose  to  run 
any  longer  a  similar  risk  with  indigo. 

The  only  remaining  export  duty  is  that  on  rice, 
grown  for  the  most  part  in  British  Burma,  but  partly 
in  Bengal  and  Madras.  It  yielded  in  1879—80  a 
revenue  of  590,000/.,  and  m  1880-81,  718,000/.  The 
economical  objections  to  this  duty  are  undeniable,  and 
it  is  to  he  hoped  that  the  time  is  not  far  distant  when 
it  will  be  abolished,  and  an  amount  equivalent  to  the 
duty  levied  in  British  Burma  raised  by  a  readjustment 
of  the  land  revenue.  Sir  C.  Aitchison,  the  chief  com- 
missioner of  the  province  in  1878,  said  :  'The  countn* 
is  now  in  a  state  of  transition,  making  gigantic  strides 
every  year.  Existing  taxes  do  not  apparently  che<k 
that    progress    to    any    apprecial)le    extent.     I    wouKK 
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therefore,  let  well  alone ;  but  hereafter,  when  the 
country  is  fairly  populated,  when  the  enormous  area  of 
cultivable  waste  is  brought  under  the  plough,  and  the 
province  has  become  ripe,  generally,  for  a  regular 
revenue  settlement,  I  am  of  opinion  that  the  rice  duty 
and  the  capitation  tax  ought  to  disappear  and  give 
place  to  an  improved  system  of  land  assessment.'  At 
the  same  time,  there  can  be  no  doubt  that  the  export 
duty  on  rice  is,  at  the  present  moment,  practically  less 
objectionable  than  many  of  the  import  duties.  Al- 
though it  cannot  be  said  that  India  and  Burma  have 
a  complete  monopoly  of  the  supply  of  rice  to  Europe, 
they  have  something  closely  approaching  to  it,  and  so 
long  as  this  is  true  the  injurious  effect  of  the  duty 
on  Indian  interests  is  less  serious.  It  is  impossible, 
however,  to  say  how  long  this  may  continue;  the 
export  duty  on  rice  should  certainly  not  be  counted 
upon  as  a  permanent  source  of  revenue,  but  while 
more  urgent  fiscal  reforms  remain  to  be  carried  out, 
there  is  no  immediate  necessity  for  surrendering  the 
large  sum  which  it  yields. 

The  measures  taken  with  a  view  to  the  removal  of 
the  duties  on  cotton  goods  were  of  far  more  importance 
than  those  just  described,  both  on  account  of  the  large 
interests  directly  at  stake,  and  the  indirect  consequence 
almost  necessarily  involved,  of  the  ultimate  complete 
extinction  of  all  Indian  customs  duties.  The  reasons 
which  led  to  the  adoption  of  those  measures  were 
stated  by  Lord  Salisbury  in  a  despatch  to  the  Govern- 
ment of  India,  and  are  quoted  at  length  in  a  note  to 
this  chapter.  They  were  most  forcibly  and  lucidly 
stated,  and  will,  without  any  doubt,  be  conclusive 
to  every  one  who  accepts  the  principles  of  free  trade. 
Lord  SaUsbury's  orders  were  emphatically  confirmed 
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by  a  Resolution  of  the  House  of  Commons,  adopted 
without  a  division  on  July  11,  1877,  in  the  following 
terms : — 

*  That,  in  the  opinion  of  this  House,  the  duties  now  leried 
upon  cotton  manufactures  imported  into  India,  being  protective 
in  their  nature,  are  contrary  to  sound  commercial  policy,  and 
ought  to  be  repealed  without  delay  so  soon  as  the  financial 
condition  of  India  will  permit.' 

The  position  of  the  import  trade  of  British  cotton 
goods  must  here  be  explained.  The  Indian  manufacture 
is  at  present  confined  to  the  coarser  yams,  and  to 
goods  made  of  such  yarns ;  it  was  clear,  therefore,  that 
the  5  per  cent,  import  duty  served  to  protect  these 
yarns  and  goods  against  competition  from  without.  It 
was  asserted  by  many  that  the  duty  was  so  low  that 
it  could  have  no  appreciable  efiect,  but  that  it  was 
protective  in  theory  was  denied  by  no  one,  and  the 
Government  of  India  considered  that  the  first  step 
towards  the  gradual  removal  of  the  cotton  duties 
should  be  the  remission  of  this  undoubtedly  protective 
portion  of  them. 

The  Indian  manufacturer  could  compete  with  certain 
descriptions  of  grey  or  unbleached  English  cotton 
goods,  which  contained  only  the  coarser  yarns  such  as 
the  Indian  mills  could  produce.  It  was,  therefore, 
decided  to  begin  by  exempting  some  of  these  clashes  of 
goods  which  were  similar  in  character  to  goods  actually 
manufactured  in  India,  and  which  did  not  contain  finer 
yarn  than  that  known  as  30s.  This  measure  was  carrieil 
out  in  March  1878,  at  the  same  time  with  the  reniisjsion 
of  the  duties  on  minor  articles  above  referred  to 
The  step  thus  taken  was  avowedly  of  a  temix^rary 
and  tentative  character;  the  estimated  loss  of  revenue 
was    onlv  2o,60()/.,  and  it  aflected  onlv  tho.se  qualitie? 
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of  goods  on  which  the  duties  were  directly  and  ob- 
viously protective.  With  any  indirect  protection  which 
may  have  been  given  to  the  duty-free  locally  made 
fabrics,  by  displacing,  to  some  extent,  the  finer  dutiable 
imported  goods,  there  was  no  attempt  to  deal. 

The  scope  of  the  measure  thus  adopted  was  pur- 
posely very  limited ;  it  produced  little  effect,  and  the 
Government  of  India,  in  the  beginning  of  1879,  appointed 
a  Commission,  under  the  presidency  of  Mr.  T.  C.  Hope, 
to  inquire  further  into  the  subject,  in  consultation  with 
the  mercantile  community,  from  which  various  repre- 
sentations had  been  received.  Their  report  showed  that 
although  the  orders  of  the  previous  year  had  worked 
without  much  trouble  or  complaint,  they  were  clearly 
open  to  this  serious  objection,  that  ^  there  was  little 
essential  difference  between  the  cloths  wliich  had  been 
exempted,  and  large  classes  of  cloth,  otherwise  styled, 
which  had  not ';  and  the  Commission  stated  its  opinion 
that  '  the  only  effective  remedy  obviously  is  to  treat 
similarly,  whether  by  exemption  or  taxation,  all  cloths 
of  the  same  texture,  irrespective  of  the  lengths  and 
widths  in  which  they  happen  to  be  made  up,  or  the 
names  by  which  people  may  choose  to  call  them.'  The 
course  thus  proposed  by  the  Commission  had  been 
more  or  less  explicitly  recommended  by  the  Chambers 
of  Commerce  of  Manchester,  Bengal,  and  Bombay. 

Some  important  facts  were  also  established  in  illus- 
tration of  the  necessity  of  early  action  to  relieve  those 
imported  goods  which  were  exposed  to  local  com- 
petition. It  was  shown  that  the  falling-off  in  the  im- 
ports of  the  coarser  goods,  on  which  much  stress  was 
laid  by  Lord  Salisbury  in  the  despatch  mentioned 
above,  was  still  going  on,  although  there  had  been  a 
large   increase   in    the   importation   of  goods  of  finer 
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qualities.  The  effect  of  the  import  duty  in  leading  to 
these  results  was  estimated  differently  by  different 
authorities,  but  the  fact  was  indisputable  that  a  branch 
of  the  trade  which  was  once  important  had  greatly 
fallen  off,  while  on  the  other  hand  the  Bombay  mills 
had  not  only,  in  the  four  past  years,  increased  their 
exports  of  yarn  and  piece  goods  to  foreign  countries 
by  26  per  cent,  and  51  per  cent,  respectively,  but  had 
more  than  doubled  their  exports  to  other  parts  of  India. 
The  total  value  of  those  exports,  which  was  432,000/. 
in  1875-76,  had  risen  to  945,000/.  in  1877-78. 

The  Report  of  the  Commission  was  published 
with  the  Financial  Statement  for  1879-80,  and  its 
recommendations  were  adopted  by  the  Government. 
It  was  decided  to  remit  the  duties  on  all  grey  goods, 
consisting  of  yarns  not  finer  than  SOs,  a  step  which 
would  remove  the  more  urgent  and  immediate  causes 
of  complaint,  and  could  be  afforded  at  an  annual  loss 
of  revenue  estimated  to  range  from  150,000/.  to  upwanl? 
of  200,000/. 

Although,  from  the  fact  that  India  was  at  the  time 
engaged  in  war  and  otlier  adverse  circumstances,  the 
state  of  the  finances  was  not  such  as  to  render  this  k»>s 
of  revenue  unimportant ;  yet  the  measure  was  held  bv 
Lord  Lytton  to  be  so  necessary,  both  on  economic  and 
political  grounds,  that  it  could  not  riglitly  be  delavinl, 
and  it  was  carried  into  effect  on  March  13,  1879.  Thi.^ 
important  step  was  taken  by  Lord  Lytton,  in  opposi- 
tion to  the  opinion  of  a  majority  of  his  Council,  but 
on  the  advice  of  Sir  John  Slrachey,  the  Financial 
member.  It  was  ap[)roved,  on  April  4,  1879,  by  the 
IIoui>e  of  Commons  in  the  following  Resolution  : — 

*  That  the  Iinlian  import  duty  on  cotton  ^oods,  lieing  unjust 
jiliko  to  tlio  Indian  consumer  and  the  English  producer,  ought 
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to  be  abolished,  and  this  House  accepts  the  recent  reduction  in 
these  duties  as  a  step  towards  their  total  abolition,  to  which 
Her  Majesty's  Government  are  pledged.' 

It  was  stated  by  one  of  the  dissentient  members 
of  the  Governor-General's  Council,  that  there  were  not 
*  a  dozen  oj£cials  in  India  who  do  not  regard  the 
policy  which  has  been  adopted  in  this  matter,  as  a 
policy  which  has  been  adopted,  not  in  the  interests  of 
India,  not  even  in  the  interests  of  England,  but  in  the 
interests,  or  the  supposed  interests,  of  a  political  party, 
the  leaders  of  which  deem  it  necessary  at  any  cost  to 
retain  the  political  support  of  the  cotton  manufacturers 
in  Lancashire.' 

Making  aUowance  for  some  exaggeration  of  expres- 
sion, this  statement  doubtless  contained  a  good  deal  of 
truth  as  to  the  state  of  public  opinion.  The  official  and 
non-official  classes  of  Englishmen  in  India  have  never 
been  favourable  to  fiscal  reforms  based  on  the  princi- 
ples of  free  trade,  and  the  natives  of  the  country,  even 
the  richer  and  better  educated,  have  not,  with  rare 
exceptions,  arrived  at  the  most  elementary  knowledge 
of  such  questions ;  nor  were  there  wanting  among  all 
these  classes  those  whose  prejudices  could  attribute 
none  but  poUtical  or  party  motives  to  the  advocates  of 
the  reduction  of  the  cotton  duties.  The  nature  of  this 
opposition  satisfied  Lord  Lytton  that  he  must  carry  out 
the  measure  himself,  or  acquiesce  in  nothing  being 
done  at  all.  He  believed  that  the  essential  interests  of 
India  required  it,  and  he  was  not  to  be  deterred  by 
the  imputation  of  base  motives.  The  case  was  one  of 
those  which  had  either  to  be  settled  by  a  bold  and 
enhghtened  Viceroy,  or  be  allowed  to  drift  on  to  the 
serious  discredit  of  the  Government  and  injury  of  the 
country. 
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The  measures  thus  taken  were  avowedly  first  steps 
towards  that  total  abolition  of  the  duties  to  which  the 
Government  of  India  is  pledged,  and  which  it  has 
been  ordered  by  Her  Majesty's  Government  and  by 
ParUament  to  carry  out.  They  were  intentionaUy  given 
a  form  which  at  the  outset  placed  them  almost  beyond 
the  reach  of  opposition,  except  from  avowed  partisans 
of  protection,  though  it  did  not  affect  their  ultimate 
efficacy.  K  the  object  in  view  had  been  the  mere 
reduction  of  the  duties,  and  their  maintenance  for  an 
indefinite  period  at  a  lower  rate,  it  would  have  been  a 
better  mode  of  procedure  to  have  made  a  general 
reduction  of  the  duties  on  all  classes  of  goods,  instead 
of  remitting  the  whole  duty  on  the  coarser  kinds  and 
retaining  it  on  the  finer.  But  as  it  had  been  decided 
that  the  cotton  duties  were  producing  mischievous 
effects  on  great  Indian  and  EngUsh  interests,  that  their 
maintenance  for  any  length  of  time  was  impossible,  and 
that  their  abolition  could  he  effected  without  financial 
risk,  it  followed  that  the  sooner  they  were  reinove<l  the 
better.  The  knowledge  tliat  by  the  particular  metlitxl 
chosen  for  dealinf]^  with  them  tlie  difficult v  of  main- 
taining  any  part  of  tlieni  in  any  shape  would  be  in- 
creased, was  no  objection,  but  rather  a  re<*oniinenda- 
tion,  to  tliose  who  had  made  up  their  minds  that  every- 
thing was  an  advantage  which  heli)ed  to  hasten  the 
completion  of  a  necessary  reform. 

The  results  liave  been  greater  and  have  come 
sooner  tlian  was  foreseen,  but  they  liave  entirely  con- 
firmed the  accuracy  of  the  conclusions  at  which  the 
Government  of  India  arrived.  All  present  grounds  ft»r 
the  complaint  that  we  were  levying  protective  duties  in 
favour  of  the  Inchan  mills,  in  tlieir  competition  with 
English    numufaclurers,     have    Imhmi    r(Mnt>ved.       S»iiu* 
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classes  of  English  goods  are  unduly  favoured  in 
comparison  with  other  classes  of  English  goods,  but 
no  protection  remains  for  the  special  benefit  of  goods 
now  produced  in  India. 

It  was  anticipated  by  Mr.  Hope's  Commission  and  by 
the  Government  of  India  that  the  remission  of  duty  on 
all  goods  made  of  30s  and  under  *  would  probably  soon 
effect  a  complete  revolution  in  the  piece  goods  trade.' 
In  support  of  this  opinion  the  Commission  quoted  the 
following  passage  from  a  report  by  Mr.  Pritchard,  the 
Commissioner  of  Customs  in  Bombay  : — 

*  The  remission  will  operate  to  create  a  new  class  of  shirtings 
made  of  yams  28  by  29  or  30,  instead  of  the  present  standard 
quality  of  32  by  36.  This  will  pass  free  of  fluty,  and,  if  it  finds 
favour  in  the  market,  will  take  the  place  to  a  large  extent  either 
of  the  longcloths  or  of  the  shirtings  now  used,  or  of  both.' 

The  Commission  also  quoted  the  following  opinion 
of  a  mercantile  firm  : — 

*  There  can  be  no  doubt  that  a  trade  in  cloth  made  of  yarn 
just  within  the  limit  of  exemption  of  duty  would  be  fostered, 
and  which  might  gradually  become  of  considerable  importance. 
Such  cloth  would  probably  be  appreciated  by  consumers  for  its 
intrinsic  value,  as  well  as  for  its  com^jarative  cheapness,  owing 
to  there  being  no  duty  uix)n  it ;  and,  if  this  should  be  the  case, 
it  might  do  away  with  the  importation  of  cloth  made  of  yams 
varying  from  32s  upwards.' 

Tlie  immediate  consequence  of  the  exemption  from 
duty  of  all  goods  containing  no  yam  of  a  higher  number 
tlian  30s  was  the  rapid  development  of  the  manufacture 
and  import  of  a  new  class  of  goods  made  of  30s  and 
Icjwer  counts.  In  consequence  of  their  superior  relative 
clieapness,  these  duty-free  goods  rapidly  became  popu- 
lar, and,  the  experiment  having  thus  proved  successful, 
the  tendency  is  now  to  make  of  the  coarser  yarns  all 
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cloth  for  which  they  can  be  used,  and  to  substitute  the 
coarser  for  the  finer  fabrics  formerly  made  of  yarns 
ranging  from  30s  to  40s.  Within  one  year  after  the 
removal  of  the  duties,  this  process  had  reached  such  a 
point  that  the  duty-free  shirtings  and  longcloths  consti- 
tuted more  than  74  per  cent,  of  those  kinds  of  imported 
goods,  and  the  dutiable  quaUties  of  some  other  classes 
of  goods  had  almost  disappeared  from  the  market. 

This  rapid  development  of  the  trade  in  the  class  uf 
goods  exempted  from  duty  has  ever  since  gone  on  at 
an  accelerated  rate,  and  no  one  can  now  assert,  as  usel 
formerly  to  be  often  asserted,  that  the  5  per  cent,  duty 
was  so  small  as  to  have  no  appreciable  effect  upon  the 
trade. 

The  changes  that  have  taken  place  are  illustrate 
by  the  following  facts  and  figures.  The  year  1878-79, 
which  immediately  preceded  the  remission  of  duty  on 
all  the  coarser  sorts  of  grey  cotton  goods,  was  one  of 
restricted  and  depressed  trade,  and  the  vahie  of  the 
imports  of  cotton  manufactures,  in  particuhir,  wa- 
smaller  than  it  had  been  for  many  years.  The  fDlluwin:: 
table  shows  the  quantities  and  values  of  the  varinii." 
descriptions  of  cotton  piece  ^roods  imported  into  India 
for  the  six  years  endinj]^  with  1880-81: — 


1876-76    . 
1876-77    . 
1877-78    . 
1878-79    . 
1879-80    . 
18H0-81    . 

Grey 

Wliite 

<  'olourrtJ 

YarUa 

Value 

Yanb       i      Value 

VarU             V»]s 

8fi6.664.622      £10,689.712 
K-H»,«;(».'1.329         10.126.268 
992.637,5  79          1 1 ,6«2,8;.2 
77.').120.:i94            H.6IK.8U 
lMi8.6ao.lR3          10.391.903 
1.170.167.629         13.641,719 

171,290.998 
193.463.866 
216.621,860 
192.0««><.r.79 
226.483.867 
2^6,358.911 

£2.»:87.706     l&5.S08,aO7     C2.*3:  -"i 
2.KX7.534     162.24<«.««1        :.7-*.-'».- 
2,936,108  1  160..V4\!»IJ        2  4*4.1 
2.6*9.9»»4  '   16(».37J.«vj        :.4*i»  J  ." 
8,062.»»67j   19H.467.W)3        1  li?.*** 
3.69'»,H««»!   3lH.a61.644         6.14'':- 

It  will  be  seen  that  there  was  a  {general  recoverv 
or  increase  under  ea(*h  head  in  1870-80.  The  n»n)i*- 
sion  of  duty  camo  into  force  from  the  conunenrfnj«'iit 
of  that  year,  but  durinjr  the  first  tliree  or  four  month* 
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the  manufacturers  and  importers  had  not  had  time  to 
arrange  for  supplying  the  market  with  goods  of  the  kind 
exempted  from  duty.  While  for  the  first  quarter  of 
tlie  year  the  proportion  of  duty-free  goods  to  the 
whole  quantity  of  shirtings  and  longcloths  imported 
was  only  16  per  cent.,  it  rose  rapidly  after  August,  and 
by  the  end  of  the  year  it  had  reached  82  per  cent. 
Thus  it  was  only  during  the  last  three  quarters  of  the 
year  that  the  remission  of  duty  had  any  very  great  effect. 

*The  effect  of  the  remipsion,  however,  was  not  so  much 
to  encourage  a  general  increase  in  trade  as  to  induce  manu- 
facturers and  importers  to  substitute  goods  of  the  coarser  and 
duty-free  kinds  for  the  medium  and  fair  qualities  which  had 
formerly,  when  all  classes  were  alike  subject  to  duty,  formed 
the  bulk  of  the  trade.  In  this  respect,  the  results  were  much 
more  decisive  than  was  anticipated.  It  was  of  course  expected 
that  a  certain  proportion  of  the  goods  ranging  from  30s  to  40s 
would,  in  future,  be  made  of  yams  of  30s  and  under,  so  as  to 
bring  them  within  the  limit  of  exemption.  But  what  has 
actually  occurred  has  been  a  complete  revolution  in  the  coiurse 
of  the  trade  in  grey  goods.  .  .  .  The  removal  of  the  duty  on 
certain  classes  has  enabled  those  classes  to  practically  thrust 
out  of  the  market  the  kinds  still  liable  to  duty,  so  far  as  these 
dutiable  goods  were  consumed  by  the  mass  of  the  population.'  * 

During  1880-81  the  same  process  continued.  This 
is  illustrated  by  the  following  table,  showing  the  quan- 
tities of  duty-free  and  dutiable  grey  piece  goods  im- 
ported into  India  in  this  and  the  two  preceding 
years : — 

Quantitie$  in  Yards, 

1878-79.  1879-80.  188(V-81. 

Dutyfree  .  .       21,706,881      374,360,464  816,792,705 

Dutiable     .  .     763,323,613      634^69,669  364,674,024 

Total  .  .     776,120,394      008,630,133       1,170,467,629 

>  Review  of  the  Maritime  Trade  of  British  India  for  1879-80,  by  Mr. 
J.  E.  O'C^onnor,  published  by  the  Government  of  India,  Department  of 
Finance  and  Commerce,  1880. 

u  2 
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It  will  be  seen  at  a  glance  that,  while  there  hn<» 
been  a  large  increase  in  the  total  quantity  of  grey  goods 
imported,  the  increase  in  the  duty-free  goods  has  been 
enormous,  and  that  they  alone  now  exceed  in  quantity  tlie 
total  imports  of  two  years  ago,  and  bid  fair  to  sup|)laiit 
the  finer  sorts  which  are  still  Uable  to  duty. 

In  the  imports  of  the  superior  classes  of  piece  go^nls 
known  as  white  and  coloured,  on  which  the  duties  were 
not  remitted,  there  was,  as  shown  by  the  table  given 
above,  a  large  increase  in  1879-80  ;  and  the  increase  in 
1880-81  was  still  greater. 

Simultaneously  with  the  increase  in  the  import  trade, 
the  cotton  mills  in  India  have  been  highly  prosperous 
and  the  evil  consequences  to  this  growing  industry  whi<*h 
we  were  often  told  would  follow  from  the  reduction  vf 
the  import  duties,  have  proved  wholly  imaginary.  In 
1880-81  the  value  of  the  exports  of  Indian  cotton  yarns 
and  piece  goods  was  1,908,240/.,  against  1,621,747/.  in 
1879-80,  and  1,897,979/.  in  1878-79.  There  has  Kvn 
a  larjje  increase  in  tlie  number  of  looms  and  spiudKs 
workinj^S  and  in  tlie  number  of  liands  employed. 

Notwitlistandinj^  tlie  remission  of  duty  on  the  coarstT 
kinds  of  grey  goods,  the  increase  of  imports,  esj)ecially 
under  the  head  of  coloured  goods,  has  been  so  great 
tliat  the  total  revenue  yielded  by  all  cotton  goods  in 
1880-81  was  732,2G-3/.,  being  sensibly  in  excess  of  ilie 
amount  received  in  1879-80,  viz.,  G81,7G8/.,  and  link* 
hck)W  the  receipts  of  1878-79,  771,280/.  The  avera^^* 
amount  received  in  the  four  years  before  any  renii>siMn 
of  duty  was  made  was  8tH),;>()2/.,  so  that  the  revcmie 
from  all  cotton  ;ioo(ls  for  1880-81  is  about  l-')8,0UO/.  K'>«*. 

Tlie  average  amount  of  dutv  collected  on  <rrcv  niece 

jjoods,   for    the    four  years  endiuL'  with    1S78-79,   w.i^ 

l!MI,()(M)/.,  while  the   amount    of  dutv  (ollected    <in    thi** 
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chiss  of  goods  in  1880-81  did  not  exceed  167,000/. 
The  measures  which  have  been  described  have  therefore 
resulted  in  relief  to  the  trade,  and  loss  to  the  revenue 
of  about  320,000/. ;  and  it  would  apparently  cost  about 
170,000/.  more  to  complete  the  exemption  from  duty  of 
all  grey  goods,  without  reference  to  the  quality  of  the 
yarn  of  which  they  are  made.  But  the  loss  would  in 
fixct  be  much  less,  for  the  supersession  of  the  dutiable 
by  the  duty-free  goods  still  goes  on,  and  it  is  understood 
that  tlie  duty  derived  from  grey  goods  in  the  current 
year  Avill  be  less  than  100,000/.  This  fiirther  exemption 
ought  to  be  made  as  soon  as  possible.  The  necessity 
of  distinguishing  the  grey  goods  still  liable  to  duty  from 
those  which  are  duty-free,  necessarily  causes  consider- 
able trouble  to  manufacturers  and  importers,  and  many 
complaints  have  been  made.  Clearly,  the  present  state 
of  things  is  not  satisfactory.  As  observed  in  a  letter 
addressed  to  the  Government  by  the  Bengal  Chamber 
of  Commerce,  the  old  conditions  described  by  the 
Government  in  1879,  when  it  declared  that  'it  is  not 
reasonable  that  certain  goods  should  be  admitted  free 
while  large  quantities  of  goods  of  almost  precisely  the 
same  character  in  everything  but  name  remain  hable  to 
duty,'  still  exist,  with  this  difference,  that  the  hardship 
is  now  not  caused  by  the  competition  between  Lanca- 
sliire  and  the  local  mills,  but  by  competition  amongst 
Lancashire  manufacturers  themselves.  Nothing  but 
financial  necessity,  wliich  does  not  now  exist,  could 
justify  the  retention  of  the  remaining  duties  on  the  finer 
qualities  of  grey  goods.  Wlien  these  are  given  up, 
tliere  will  remain  the  duty  on  twist  and  yarn,  on  white 
and  coloured  piece  goods,  and  on  other  sorts,  which  in 
tlie  four  years  ending  1878-79  yielded,  on  an  average, 
300,000/.,  and  yielded,  in  1879-80,  400,000/.     It  is  to 
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be  hoped  that  this  also  may  soon  be  abandoned,  and  it 
will  then  probably  be  found  that  the  effect  on  these 
branches  of  the  trade  has  been  hardly  less  remarkable 
and  satisfactory  than  that  which  has  followed  tlie 
remission  of  the  duty  on  the  coarser  qualities  of  goods. 
There  has  been  a  general  consent  of  opinion  among 
the  most  competent  authorities,  that  one  result  of  the 
remission  of  the  duty  on  the  coarser  kinds  of  cotton 
goods  has  been  that  the  poorer  classes  of  Indian  con- 
sumers obtain  cheaper  and  better  goods  than  they  ever 
obtained  before.  The  following  quotation  is  taken  from 
a  letter  written  by  one  of  the  most  important  firms  in 
Bombay : — 

*  The  dutiable  goods  have  gone  so  generally  out  of  consumiH 
tion  latterly  that  the  manufacturers  for  the  Indian  market^  do 
not  make  them,  and  the  prices  quoted  are  only  for  old  stocks  of 
goods  made  before  the  full  incidence  of  the  remission  was  felt.  .  . . 
It  is  difficult  to  speak  too  strongly  of  the  benefit  that  the  con- 
sumer has  derived  from  the  change.  The  natives  get  cheajwr, 
bettor  made,  and  more  durable  cloths  than  they  ever  did  In- 
fore,  and  the  remission  of  the  duties  has  acted  as  a  dinit 
incentive  to  th(i  manufacturer  of  bond  fide  cloth,  as  Ci»utni>t<'<i 
with  the  adulterated  articles.' 

Tlie  jxreat  development  of  almost  all  braix'lios  of 
Indian  tra(l(?  durinjjr  the  last  two  years  has,  no  (loul)t, 
been  due  to  f/eneral  causes;  hut  the  forojroiij;/  fai^t- 
show  tliat  removal  of  the  import  duties  on  the  L'rev 
cotton  croods  has  larj/ely  increased  tlieir  sale,  and  that 
tlie  Indian  consumer  has  been  ffreatlv  benefitiHl  l»v 
their  free  admission.  At  tlic  same  time  that  this  result 
has  been  obtained,  none  of  the  remissions  and  re<lu<'ti«»n^ 
of  duty  made  duriiijz  tlie  last  twelve  years  havt»  had 
any  serious  eflect  in  diminishiinr  the  customs  revenue 
as    a   whole.       This  will  be    seen    from    the    following' 
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figures,  which  show  the  gross  receipts  from  the  sea 
customs  duties,  excluding  salt,  for  each  year : — 


Import  daties  gnnflraUj  7|  % : — 

1869-70 

.  £2,431,167 

1870-71 

.    2,401,696 

1871-72 

.    2,339,186 

1872-73 

.    2,447,629 

1873-74 

.    2,402,388 

1874-75 

.    2,476,502 

1875-76 

.    2,489,897 

Import  duties  generaUj  5  % : — 

1876-77 

.    2,258,754 

1877-78 

.    2,441,547 

1878-79 

•       •                • 

.    2,273,307 

1879-80 

.    2,229,947 

1880-^1 

.    2,490,036 

It  appears  clearly  from  this  review  that  the  poUcy 
followed  by  the  Government  of  India  during  the  Vice- 
royalty  of  Lord  Lytton  was  one  of  absolute  free  trade, 
without  reservation  or  quahfication,  and  financial  neces- 
sities alone  prevented  that  policy  from  being  carried 
out  to  the  fullest  extent.  The  proceedings  of  the  last 
three  or  four  years  have,  however,  succeeded  in  ren- 
dering inevitable  the  almost  total  aboUtion  of  the  customs 
duties,  which  of  all  Indian  taxes  are  probably  the  worst. 
The  cotton  duties  are  virtually  dead,  and  the  other  im- 
port duties  cannot  long  survive  them.  How  long  a 
period  may  elapse  before  such  a  consummation  is 
reached  cannot  be  predicted,  but  the  time  is  not  very 
far  distant  when  the  ports  of  India  will  be  thrown  open 
freely  to  the  commerce  of  the  world. 

The  people  of  India  consume  at  present  hardly  any 
foreign  luxuries ;  and  cotton  goods,  which  are  among 
the  necessaries  and  not  among  the  luxuries  of  life, 
are  the  only  articles  of  foreign  production  which  come 
largely  into  their  consumption.  There  is  no  present 
possibiUty  of  deriving  a  large  customs  revenue  from 
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anything  else.  Putting  aside  the  duties  levied  on  sak 
and  alcoholic  liquors,  which  stand  on  special  grouiHs, 
and  on  which  internal  excise  duties  corresponding  with 
the  customs  duties  are,  and  must  continue  to  be,  im- 
posed, there  will  remain,  when  the  cotton  duties  are 
removed,  a  very  small  amount  of  revenue  derived  fnm 
import  duties  It  is  not  likely  to  exceed  about 
500,000/.,  and  apart  from  all  other  reasons  in  favour 
of  a  policy  of  absolute  free  trade,  it  will  not  then  be  worth 
while  to  keep  up  large  establishments  for  the  collection 
of  so  insignificant  an  amount.  Further  facts  bearin«i 
on  this  subject  will  be  given  in  the  next  cliapter,  ami 
it  will  be  shown  that  it  is  reasonable  to  anticipate  that 
no  permanent  loss  of  revenue  would  be  caused  by  siuli 
a  general  aboUtion  of  all  customs  duties  in  Lulia, 
since  any  such  loss  would  before  long  be  made  good  by 
the  expansion  of  trade  and  by  the  increase  of  the  rail- 
way traffic  receipts  of  the  Government. 

The  reforms  which  have  now  been  described  will  W 
reinemherod  hereafter  in  tlie  economical  historv  «»i' 
India,  and  tliey  will  be  set  down  among  tlie  hoiiourahlf 
titles  of  Lord  Lytton's  and  Lord  Salisbury's  administra- 
tion. They  will  be  remembered  not  only  bei'au^ie  llu'V 
were  tlie  first  application  to  Lidia  of  the  principles  of 
free  ti'ade,  but  also  because  they  have  been  carrieil  out 
in  a  manner  which  has  made  the  adoption  of  any  <»lhir 
policy  virtually  impossible  in  the  future,  and  has  reii 
dered  it  almost  a  matter  of  certainty  that,  within  a 
short  [)erio(l  of  time,  the  absolute  freedom  of  Indian 
commerce  will  be  accomplished.  The  authors  of  thi^ 
book  may  be  ])ar(lonc(l  for  re(*ollccting  the  part  thcv 
have  taken  in  tliis  work,  and  while  on  public  gnunid- 
they  must  rc;/ret  the  almost  universal  opposition  an<i 
disa[)proval    in   spite    of   wliich    tlic    policy    they   iia\<. 
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so  long  maintained  has  been  carried  out,  they  cannot 
pretend  that  their  personal  satisfaction  in  the  success 
Avhich  has  been  gained  already,  and  in  the  greater 
future  success  which  is  inevitable,  has  been  dirainished 
by  such  considerations. 

Non  tarn  portas  intrare  patentes 
Quam  fregisse  juvat. 


NOTES   TO   CHAPTER   XV. 

I. 

Extract  from  a  Despatch  froTti  the  Marquis  of  Salisbury, 
Secretary  of  State  for  India,  to  the  Government  of  iTidia, 
dated  May  31,  1876. 

I  NEVER  shared  the  belief  which  appears  to  have  been  en- 
tertained by  the  Government  of  India,  that  in  this  question 
there  was  any  kind  of  real  conflict  between  the  interests  of 
India  and  of  England.  On  the  contrary,  while  I  was  glad  to 
feel  assured  that  t£e  measures  which  I  recommended  would 
have  had  for  one  of  their  eflfects  the  satisfaction  of  legitimate 
claims  on  the  part  of  a  most  imix)rtant  British  industry,  I  be- 
lieved still  more  strongly  that  they  were  primarily  required  in 
the  interests  of  the  people  of  India. 

I  will  not  dwell  again  at  length  ui)on  the  political  reasons 
which  fiuTiish,  in  my  judgment,  the  weightiest  arguments  in 
favour  of  the  course  which  I  have  urged  upon  Your  Excellency's 
Government.  I  need  hardly  insist  further  ujwn  the  danger  of 
keeping  oi>en  between  two  great  communities  of  Her  Majesty's 
subjects  an  irritating  controversy,  which  can  be  closed  by  ono, 
and  only  one,  solution.  It  is  difficult  to  overstate  the  evil  of 
permitting  an  industry  so  large  as  the  cotton  manufacture  in 
India  is  certain  to  become,  to  grow  up  under  the  influence  of  a 
system  which  a  wide  experience  has  proved  to  be  unsound,  and 
which  is  opi>osed  to  the  deliberate  j>ob*cy  of  England  ;  nor  can 
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I  view  without  serious  apprehension,  unless  it  should  be  the 
result  of  natural  causes,  the  gradual  contraction  of  a  trade  which 
constitutes  one  of  the  strongest  bonds  of  material  union  be- 
tween England  and  India.  But  the  urgency  of  these  considen- 
tions  is  not  denied  by  your  Government ;  and  I  feel  convinoed 
that  they  will  commend  themselves  to  Your  Excellency's  mind 
with  ever-increasing  force. 

The  view  of  the  Government  of  India  appears  rather  to 
have  been  that  the  import  duties  on  cottons,  although  protec- 
tive in  theory,  are  not  so  in  practice,  except  to  a  very  limited 
extent ;  that  they  are  therefore  not  injurious  to  India,  nor 
contrary  to  Imperial  policy ;  that  they  yield  a  revenue  which 
cannot  be  spared  ;  that,  regarded  as  purely  fiscal  duties,  they 
constitute  a  more  convenient  tax  than  any  which  can  be  sub- 
stituted for  it ;  and  that  the  relief  which  their  remission  mi^t 
aflford  to  a  i)articular  branch  of  British  trade  affords  no  suf- 
ficient ground  for  subjecting  the  people  of  India  to  a  less 
popular  form  of  taxation. 

It  is  manifest  that  the  strength  of  this  chain  of  reasoning 
entirely  depends  on  the  assumption  that  the  cotton  duties  an? 
not  protective.  If  this  assumption  is  unfounded,  the  argument 
of  the  Government  of  India,  derived  from  a  siij»jK)se<l  conflict  of 
interest  between  India  and  England,  falls  to  the  ground,  an-i 
the  political  objection  to  which  1  have  referre<l  revivt^s  in  it* 
fnll  force.  It  is  therefore  to  the  examination  of  this  qufsti»n 
that  I  shall  now  address  myself. 

The  opinion  of  the  Government  of  India  as  to  the  o| ►oration 
of  the  cotton  duties  is  stated  to  be  derived  from  a  re|)<>rt  nf  a 
committee  ajipointed  to  revise  valuations  and  consiiier  sugij''*- 
tions  for  tlie  amendment  of  the  tariff. 

The  metluHl  adopted  by  this  committee  in  estimating  tlir- 
effect  of  tlu^se  duties  appears  to  have  been  to  consider  *  what 
proportion  the  particular  floods  which  have  to  m»*ot  Indian 
competition  bear  to  the  whole  cotton  import  duty  ; '  and  having 
siitisfied  themselves  by  an  analysis  of  the  importations  of  cott'»n 
goods,  that  only  about  four  lakhs  of  rujK*es  were  levit^l  on  thi^ 
particular  class  of  goods  in  the  y<*ar  l87.*i-74,  they  arrived  at  (Itr 
conclusion  '  that  to  d(»mand  that,  because  one  class  of  i^iM^i*, 
represented  bv  four  laklis  of  rupees  duty  in  all  India,  has  in  oiir 
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part  of  India  to  meet  a  local  competition,  the  Government  shall 
remit  the  remaining  seventy-seven  lakhs  which  competition  can- 
not aflfect,  was,  in  their  opinion,  quite  unreasonable,  and  rendered 
it  unnecessary  even  to  inquire  whether  the  finances  could 
afford  the  remission.' 

Upon  this  the  Government  of  India,  in  their  despatch  of 
February  25  last,  remark  as  follows : — 

*  We  agreed  with  the  committee  that  no  sufficient  reason 
had  been  shown  for  the  removal  of  the  import  duties  on  cotton 
yam  and  piece  goods.  The  report  of  the  committee  showed 
that  the  cotton  goods  imported  into  India  mainly  consist  of 
the  higher  qualities  which  cannot  be  manufactured  from  the 
cotton  grown  in  India.  Those  who  have  the  best  opportunities 
of  knowing  the  facts  stated  that  the  attempts  made  by  Indian 
manufacturers  to  make  the  finer  descriptions  of  cotton  manu- 
factures and  yam  from  Indian  cotton  had  proved  unremunera- 
tive,  and  had  been  abandoned.  We  believe  that  this  has 
arisen,  not  as  Your  Lordship  appears  to  think,  from  the  imper- 
fect development  of  the  Indian  manufactures,  but  from  the 
inferior  quality  of  the  Indian  raw  cotton.  It  was  shown  by  the 
committee  that,  in  regard  to  the  great  bulk  of  the  trade  in 
cotton  goods,  the  im|X)rters  were  subject  to  little  or  no  com- 
petition from  the  Indian  manufactures.' 

These  remarks  are  followed  by  a  statement  of  the  statistics 
of  the  cotton  trade,  which  show  that,  in  the  four  years  from 
1862-63  to  1865-66  the  average  value  was  12,150,000f. ;  that 
value  was  in  the  next  four  years  17,966,000/.,  and  in  the  last  four 
years  17,970,000/.,  which,  allowing  for  a  reduction  in  valuations 
in  1869,  would  represent  an  advance  of  250,000/.  in  the  latter 
l>eriod  against  an  advance  of  5,816,000/.  in  the  former  period. 
It  is  true  that,  in  the  year  1874-75,  the  value  of  the  imports 
increased  to  19,387,000/.,  which  is,  as  your  Government  state, 
the  highest  return  for  any  year  since  1859  ;  but  in  a  review  of 
the  Indian  Trade  and  Navigation  Accounts  for  1874-75  by  the 
Department  of  Agriculture  and  Commerce,  contained  in  your 
despatch  of  Febmary  25  last,  No.  7,  Statistics,  I  find  that  the 
trade  of  this  yesOr  is  described  as  having  been  notoriously  of  an 
unsound  and  unprofitable  kind,  and  the  more  recent  accounts 
ap])ear  to  show  that  it  has  not  been  sustained.     I  fail,  therefore, 
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to  perceive  any  evidence  of  adequate  or  satis&ctory  progress  in 
the  general  features  of  this  branch  of  trade  as  exhibited  in  the 
foregoing  figures. 

With  regard  to  the  arguments  of  the  TariflF  Conunittee,  I 
must  observe  that  the  facts  which  they  adduce  in  sfupp<Mt  d 
their  conclusion  prove  by  themselves  absolutely  nothing. 

The  case  of  the  importers  of  British  cottons  is  that  the 
trade  in  the  coarse  and  low-priced  goods  has  been  so  seriously 
injiu^ed  by  the  operation  of  the  duties,  that  it  has  in  conse- 
quence become  a  comparatively  small  branch  of  their  tnuk ; 
and  it  is  replied  that,  because  the  trade  is  comjxiratively  smalU 
it  is  unreasonable  to  ask  that  the  duties  shall  be  regulated  with 
reference  to  it.  From  this  point  of  view,  the  argument  of  the 
committee  would  have  been  still  stronger  if  this  branch  uf 
trade  had  been  altogether  destroyed  by  the  duty ;  for  it  might 
then  have  been  said  that  it  was  idle  to  discuss  the  question  of 
a  tax  on  a  trade  which  had  no  existence.  In  other  words,  the 
more  fatal  the  effect  of  the  duty,  the  more  complete  would  b*? 
the  justification  of  its  retention. 

I  should  have  been  glad  if  your  Government  had  supplieii 
me  with  official  means  of  inquiring  how  far  the  allegatirms  of 
the  importers  have  a  foundation  in  fact,  by  supplyintj  a  st atem^ii^ 
of  the  iin[)()rtations  of  the  particular  goods  in  questi«»n,  not  i.n;) 
for  one  year,  but  for  a  series  of  years  preceding  1873— 7  4,  :i-  r 
is  only  by  a  eoni[)arison  of  its  [>resent  with  its  past  amount  iliiit 
any  eonelusion  can  be  drawn. 
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But  in  the  absence  of  official  data,  I  have  referred  to  a  table 
furnished  by  the  Bombay  Chamber  of  Commerce  in  their  letter 
to  the  Tariff  Committee,  of  January  29,  1875,  which  is  said  to 
be  compiled  from  Custom  House  returns,  and  the  substantial 
accuracy  of  which  I  have  no  reason  to  doubt. 

Oimparing,  then,  the  average  per  year  of  1858,  1859,  and 
1860,  the  three  years  immediately  preceding  the  American  war, 
with  the  average  per  year  of  the  last  three  years,  viz.,  1872, 
1873,  and  1874,  we  find  the  following  decrease  in  each  of  these 
descriptions  of  cloth  and  yams,  viz. : — • 

T  cloths  ......       381,111  pieces 


LoDgcloths 

Domestics 

Mule  twist,  above  208  and  under  308 

Mule  twist,  20s  and  under 

Water  twist,  20s  and  under 


27^261      „ 
170,699      „ 
528,418  lbs. 
447,916    „ 
1,126,739    „ 


These  figures  conclusively  show  that,  so  far  as  the  import 
trade  of  Bombay  is  concerned,  a  serious  decline  has  taken  place 
in  this  branch  of  trade  during  the  period  in  question  ;  but  their 
significance  is  increased  by  the  considerations  urged  in  the  fol- 
lowing extracts  from  the  letter  of  the  Chamber : — 

*  It  should  be  remembered  that  this  absolute  decrease  has 
occurred,  after  a  lapse  of  fourteen  years  of  profound  peace  and 
security,  in  the  cloth  and  yams  principally  consumed  by  the 
poorer  classes,  whose  condition,  it  is  well  known,  has  inunensely 
improved  from  a  variety  of  circumstances,  and  during  which 
period  railway  communication  throughout  the  country  was 
yearly  extending.  In  1860,  836  miles  of  railway  only  were 
opened  in  British  India.  In  1873  the  number  of  miles  of  rail- 
way open  had  increased  to  5,872.  The  progress  of  education, 
closer  and  more  frequent  contact  with  more  advanced  commu- 
nities, and  the  wealth  accumulated  by  the  cotton  cultivators 
throughout  the  Presidency  during  the  American  war  and  for 
several  years  subsequently,  when  the  prices  obtained  showed 
enormous  profits  on  the  cost  of  production,  combined  to  increase 
the  demand  for  cloths  and  yams  of  these  descriptions  to  an  ex- 
tent far  exceeding  the  demand  which  would  have  arisen  at  the 
ordinary  rate  of  progress  in  ordinary  years. 

'  The  Chamber  apprehend  that,  under  the  circumstances,  a 
very  great  increase  indeed  in  the  present  imports  of  low  cloths 
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and  yams  over  the  imports  of  the  years  immediately  preceding 
the  American  war  would  be  necessary  to  show  that  the  import 
duty  has  not  been  operating  as  a  protective  duty,  unless  experi- 
ence proves,  after  the  abolition  of  the  import  duty,  that  lual 
mills  are  able  to  compete  successfully  on  equal  terms  with  iht 
English  manufacturers.  As  it  is,  it  may  be  fdrly  assumed, 
however,  that  the  duty  is  maintained  at  the  expense  of  the  coo- 
sumers,  principally  the  poorer  classes,  against  whom  it  tells  in 
this  instance  with  particular  hardship  in  a  prime  necessary  such 
as  clothing,  and  that  it  is  injurious  to  the  thousands  of  villa^ 
handloom  weavers  throughout  the  country  who  are  prevented 
from  using  the  English  yams,  which  they  might  prefer,  and  are 
compelled  to  pay  a  higher  price  for  what  they  do  use,  in  conse- 
quence of  its  operation.' 

I  have  taken  from  the  same  source,  viz.,  customs  returns,  the 
following  comparative  table  of  the  imiK)rts  into  Bombay  of  the 
finer  cloths  and  yams  during  the  years  1872-74  and  1858-6<), 
from  which  it  aj>pears  that  the  progress  of  the  trade  in 
piece  goods  has  been  considerable  : — 

Statement  of  the  Increase  of  Imports  into  Bombay  of  Fine  ClotMg  and  1  V« 
during  the  Years  1872-74,  as  compared  with  the  Years  186i:^-a0. 

(Knun  Custom -hou^  RrtiirnK.) 


1 

1 
1 

1 

Y<aiN 

Shirt  ir^n* 

1 

1 

1 

Print.TM.  Jn«N»iict««, 

1858 
1850 
18(50 

• 
• 
• 

•  •                        •                        •                        • 

•  •                       t                        •                        • 

•  •                        •                        •                        • 

• 
• 

;i,55;i,u»8 

4,724,414 
5,540, 1C4J 

'     .'i,51.{.<C.'i 
'     4,0-J--,4i*i* 

Total    .... 

• 

13.817,778 

13,:?07..';^:: 

1872 
187;{ 
1H74 

• 
• 

•  •                 •                  •                 • 

•  •                 •                 •                 • 

•  •                 •                 •                 • 

• 
• 
• 

r>,i>803jr» 
(J,;{1>5.1>41 

0,Oi>7,472 

4,a;»U'«»'J 

4.4t»2,.Vi:» 
4,<R«(M*4J 

Total    .... 

• 

It»,a7:j,<w2 

ia,51.Vi.V. 

AvtTa^'^e  per 
Showiiifr  ail 

year,  lO,  1^50,  1h(W) 
1m72,  187;5,  1^74 

incroo.'io  of  jxjr  year 

• 

4,(J05.()2<5 
n,457,K»4 

4.4.'y<V^»l 

4..''i<M.i.',l 

1  H51,iHW 
Piecofl  of  cloth 

47..'it^' 
Lb*^.  vtni 

• 
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A  similar  result  is  shown  by  an  examination  of  the  returns 
of  the  importations  of  cotton  piece  goods  into  Calcutta,  at  which 
place  they  have  not  been  hitherto  exposed  to  the  competition  of 
native  mills.  From  these  it  appears  that  the  value  of  these 
imports  has  increased  in  fourteen  years  77  per  cent.,  while  the 
corresponding  advance  in  Bombay  has  been  only  12  per  cent. 

It  is  difficult  in  the  face  of  these  indications  to  doubt  that 
the  protective  action  of  the  present  tariflf  has  had  a  marked 
effect  in  contracting  within  its  present  limits  a  trade  which,  if 
it  had  not  been  impeded  by  this  obstacle,  would  have  expanded 
to  much  larger  dimensions. 

But  clearly  as  the  protective  operation  of  the  duties  is  trace- 
able in  the  past,  I  cannot  but  apprehend  that  their  effect  in  the 
future  will  be  even  more  decisive. 

I  have  no  belief  in  the  existence  of  any  cause  of  permanent 
disability  on  the  part  of  the  Indian  mills  to  meet  foreign  com- 
petition to  a  far  greater  extent  than  has  hitherto  been  in  their 
power. 

On  the  contrary,  the  information  which  I  have  received 
leads  to  the  conclusion  that  the  conditions  of  Indian  production 
are  such  as  to  afford  grounds  for  believing  that  the  scope  of  the 
protective  action  of  the  present  cotton  tariff  will  at  no  distant 
time  be  so  extended  as  to  affect  a  very  large  proportion  of  the 
whole  trade. 

......  . 

It  is  estimated  that  about  one-half  of  the  cotton  manufac- 
tures consumed  in  India  is  supplied  by  foreign  importations, 
nearly  the  whole  of  which  consist  of  British  goods,  representing 
an  average  annual  value  of  17,000,000Z. 

From  the  statements  to  which  I  have  referred,  it  appears 
that  two-thirds  of  this  vast  import  trade,  or  at  least  a  trade  of 
a  value  of  10,000,000/.,  is  threatened  by  a  competition  which  is 
rapidly  becoming  formidable,  and  which  is  artificially  sheltered 
by  a  f)rotective  duty. 

When  the  inevitable  increase  of  consumption  of  mill-made   [ 
cotton  goods  in  India,  consequent  on  the  extension  of  the  rail- 
way system  and  improved  communication  of  all  kinds,  is  taken 
into  account,  it  becomes  evident  that,  long  before  the  point  has 
been  reached  at  which  this  large  portion  of  the  British  export 
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trade  will  have  been  «ui)erseded  altogether  by  the  productj*  of 
the  Indian  mills,  the  area  of  the  consumption  of  native  ]»rodud3 
will  have  been  so  much  enlarged  that  the  i^eople  of  India  will 
be  comi>elled  to  pay,  for  a  first  necessary  of  life,  a  price  enhanced 
by  all  the  incidents  of  protection ;  that  a  large  industry,  which 
it  is  of  the  first  imj>ortance  to  place  upon  the  soundest  f«>unda- 
tion,  and  the  prosperity  of  which  is  a  matter  of  national  inter«4, 
will  have  grown  up  in  India  under  influences  which  exjKfriemv 
has  shown  to  be  in  the  highest  degree  injurious  to  its  heahhy 
and  njitiuul  development ;  and  that  a  revenue  u^ion  which  the 
Government  has  been  led  to  rely  will  year  by  year  elude  their 
grasp,  until  it  altogether  disappears. 

Whether,  then,  the  question  be  regarded  as  it  affects  the 
consumer,  the  producer,  or  the  revenue,  I  am  of  o])inion  that 
the  interests  of  India  imi)enitively  require  the  timely  rt'mova) 
of  a  t4ix  which  is  at  once  wrong  in  principle,  injurious  in  it* 
practical  effect,  and  self-destructive  in  its  oi)eration. 


II. 

hJxtract  front  a  Sitft'ch  hy  Lieut.'GeHtiwl  R,  Sirarh*'*/  'm  thr 
fji'ffislaiivp  Council  of  the  Govevaor-ifenernl  of  Imlu^ 
March  31,  1871. 

TilK  first  measure  which  the  (iovernm<*nt  of  In(H;i  .Hh.'iiM 
smously  take  up,  after  a  ix^rmanently  h<*ahhy  ecanlition  •»f  tin* 
tinanet\s  has  been  established,  is  the  eomplfto  n*f<>nn  «>f  th'- 
tariff,  an<l  the  removal  from  it  of  the  blots  which  so  gnatlv 
disfigure  it. 

The  worst  of  these  blots  no  doubt  an*  to  Ix'  found  in  th- 
t'Xport  taritr.  And  I  .should  perhajis  «'Xplain  to  theeoumil  wKv 
1  havt'  said  that  rxport  duties  art'  essentially  bid,  for  no  d«»uiT 
those  who  fir>t  imposed  them, and  nown^tain  them,  thoui^ht  .iiil 
think  better  <»f  thern  than  I  do.  I  reirard  it  as  an  axi«»in  in 
taxation  that  it  shall,  as  far  as  possible,  fall  on  the  fun  1 
destiiuMl  to  supply  eoijsuinption,  and  not  on  tlial  which  suppli-* 
pHnluetion.      An  ex[>ort  duty  neee>.sirily  falls  <»n  th«*  ]»nMhiet  r<. 
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To  tax  the  export  of  rice  is  to  do  what  is  virtually  equivalent 
to  rendering  the  soil  on  which  that  rice  was  grown  less  produc- 
tive. To  tax  the  export  of  cotton  goods  manufactured  in  India 
is  to  do  what  in  its  result  in  no  way  differs  from  any  material 
obstruction  thrown  in  the  way  of  such  a  manufacture.  By  the 
imposition  of  such  taxes,  the  inducement  to  the  production  of 
the  things  taxed  is  reduced  in  India,  and  an  additional  stimulus 
is  given  to  competition  in  other  countries.  It  is  of  course 
true,  that  among  export  duties  that  is  least  noxious  which  is 
imposed  on  any  article  having  a  virtual  monopoly  in  its 
markets.  But  as  a  fact  all  experience  proves  that  nothing  has 
such  a  monopoly.  India  can  tell  the  tale  of  its  saltpetre  trade 
destroyed  by  export  duties.  Is  India  also  to  destroy  its  export 
rice  trade  ?  Will  it  stimulate  to  the  utmost  the  production  of 
other  dyes  to  compete  with  its  indigo  ?  Will  it  drive  its  own 
sugar  out  of  its  own  markets  for  the  benefit  of  the  Mauritius  ? 
Even  in  that  commodity  of  which  India  apparently  has  the 
most  important  monopoly,  opium,  the  competition  of  the  local 
Chinese  market  is  already  beginning  to  be  felt,  and  there  are 
those  who  foretell  the  ultimate  destruction  of  our  export  of 
tliis  drug.  Only  to-day  I  have  read  of  a  commencement  of 
opium  production  in  the  United  States  of  America.  But  what- 
ever is  the  immediate  consequence  of  export  duties  in  special 
ciises,  it  is  quite  certain  that  the  necessary  tendency  of  the 
growth  of  knowledge,  the  spread  of  commerce,  and  the  increase 
of  competition,  is  to  bring  all  producers  more  and  more  nearly 
to  a  level,  and  to  reduce  more  and  more  the  special  advan- 
tages of  any  of  them.  Under  such  a  competition,  the  law  which 
has  for  other  purposes  been  called  a  law  of  natural  selection, 
will  eventually  destroy  the  industry  which  is  weighted  the 
heaviest,  and  export  duties  will  thus  constantly  be  tending  to 
destroy  the  commerce  of  the  country  that  imposes  them. 

The  gross  receipts  from  the  export  duties  for  the  year 
1870-71,  reckoned  from  the  actual  accounts  of  the  first  eight 
months  by  adding  one  half,  would  be  528,000^.  Of  this,  two 
articles, grain  and  seeds,  paid  465,500^.,  and  all  others  62,500?. 
Among  these  last  have  a  place,  by  a  refinement  of  barbarity, 
two  of  the  very  few  manufactures  of  which  India  can  boast. 
C'otton  goods  and  leather  pay  21,000i.  together.     Indigo,  oils, 
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lac,  and  spices,  articles  requiring  either  to  be  mannfiu^tured  or 
specially  dealt  with,  to  fit  them  for  the  market^  figure  for 
28,5002.  I  confess  that  I  am  at  a  loss  to  supply  the  argumenU 
by  which  the  retention  of  such  duties  can  be  justified  in  pre- 
ference to  refusing  an  infinite  variety  of  petty  administiative 
demands,  among  which  I  am  quite  content  to  class  require- 
ments for  public  buildings  and  such  matters,  which  have  been 
allowed  to  swallow  up  the  money  that,  to  my  mind,  would  to 
vastly  better  have  been  applied  to  getting  rid  of  these  senseless 
and  positively  mischievous  hindrances  to  the  gro?rth  of  the 
wealth  of  the  country.  .  .  . 

I  do  not  know  that  I  should  be  disposed  to  agree  with  mj 
honouTdble  Mends  who  have  spoken  of  the  grain  duties  as 
being  those  which  most  demand  attention,  though  I  fully 
assent  to  their  condemnation  of  them  absolutely.  I  regard 
that  duty  as  the  worst,  which  is  most  in  the  nature  of  a  cbtsf 
duty,  and  which  at  the  same  time  is  least  productive.  Now 
all  these  httle  productive  export  duties  are  essentially  cUtf 
duties,  and  inflict  special  injury  on  a  small  body  of  persooi 
employed  in  particular  trades.  Inasmuch  as  the  rice  duty  &IU 
on  a  large  area  it  is  less  obnoxious  and  not  more,  and  it 
partakes  more  of  the  character  of  a  general  tax  on  agricultuiv. 
I  fear  that  the  true  reason  we  hear  more  of  it  than  of  nthr 
worse  duties,  is  that  it  affects  a  greater  number  of  influt-ntial 
persons  who  can  complain,  and  not  that  it  is  really  mor- 
obnoxious  to  censure. 

And  here  I  would  say  a  word  as  to  how  bad  a  test  of  x\^ 
character  of  a  tax  is  mere  absence  of  complaint.  The  ."^Ui^ar 
production  of  the  North-West  Provinces,  to  take  an  in>taDiT 
that  has  been  hitt^ly  referred  to  in  this  room,  may  be  uttrflj 
strangled  by  export  dutit^s  levied  hundreds  of  miles  away  in  ihr 
Punjab,  (Vntral  Provinces,  and  Kajpootana,  of  which  the 
grower  of  the  cane  probably  never  even  heard.  And  s«>  it  nuj 
readily  be  with  all  industry.  The  poison  is  absorbed  into  the 
system  inijH^rcoptibly,  and  the  victim  dies  without  a  struggle 
it  is  true,  but  not  the  less  surely. 

The  sugar  duties  of  which  1  liave  just  spoken  are  without 
doubt  the  most  discredit^'ible  rt'lic  of  the  dark  ages  of  taxati<>o 
that  yet  subsists  in  India.     A  10  j)er  cent,  ml  valorem  duty  i* 
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deliberately  retained  on  the  export  of  British  sugar  into 
Rajpootana,  and  into  our  own  territories  on  the  wrong  side  of 
the  customs  line  drawn  across  Northern  India,  by  a  Govern- 
ment which  has  for  many  years  past  preached  to  the  very  states 
on  whose  borders  this  tscr  is  levied  the  impropriety  of  doing  this 
very  thing  which  is  justified  in  our  own  case,  because  it  jdelds 
120,000i.  or  130,000i.  which  it  would  be  inconvenient  to  give 
up.  I  have  rejoiced  to  hear  the  head  of  the  Government  (the 
Earl  of  Mayo)  say  that  he  thinks  this  is  among  the  matters 
first  to  be  put  to  rights,  in  any  future  revision  of  the  public 
burdens,  and  I  cannot  see  how  there  can  be  a  difference  of 
opinion  on  the  subject.  These  sugar  duties  have  been  defended, 
by  persons  who  should  have  known  better,  on  the  ground  that 
no  one  complained  of  them.  It  shows  a  truly  melancholy 
want  of  insight  into,  or  consideration  of,  the  action  of  such 
imposts,  on  the  part  of  those  who  supervise  this  part  of  the 
administration,  to  find  these  duties  in  existence  at  the  present 
day,  and  I  trust  that  another  year  may  not  elapse  before  some 
step  at  least  is  taken  towards  extinguishing  them. 

And  before  I  leave  these  export  duties,  let  me  ask  why  is 
it  that  the  cotton  goods  manufactured  on  one  side  of  the 
Hooghly  are  taxed,  while  the  jute  on  the  other  goes  free? 
Why  does  the  cotton  grown  side  by  side  with  the  indigo  escape 
the  duty  which  the  other  staple  pays  ?  The  reply  is  obvious. 
The  customers  of  the  jute  mills  and  the  purchasers  of  the 
cotton  live  in  England,  and  can  make  themselves  heard,  and 
hav '  made  themselves  heard  and  feared.  Here,  for  such 
reasons  as  I  have  mentioned,  and  in  the  absence  of  the  natural 
defenders  of  the  suffering  interests  from  the  councils  of  the 
Government,  the  true  principles  of  taxation  have  too  long  been 
neglected  for  the  sake  of  obtaining  a  revenue  really  insignifi- 
cant in  amount,  and  the  necessity  for  which  might  quite  easily 
have  been  avoided  by  proper  firmness  in  refusing  the  expansion 
of  expenditure. 

But  I  fear  that  my  bill  of  indictment  against  the  customs 
duties  does  not  end  with  the  export  tariff.  As  I  before  said, 
the  true  test  of  character  of  a  customs  duty  is  that  it  shall  fall 
on  consumers.  Now  there  are  several  items  of  the  import 
tariff,  and  one  an  important  one,  that  does  not  comply  with 

X  2 
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this  condition.  The  first  on  the  list  is  metals.  It  is  true  that 
iron  is  taxed  lightly  at  1  per  cent.,  but  all  other  metals  are  taxtid 
at  7^  per  cent.,  and  almost  in  all  cases  such  metals  are  in  truth 
used  in  manufactures,  and  are  not  in  any  true  sense  articles  (4 
consumption.  Naval  stores  come  under  the  same  description, 
also  hides,  and  paints,  and  colours,  and  there  may  be  other*, 
which  for  the  most  part  stand  at  7^  per  cent. 

Railway  materials,  I  need  not  say,  come  under  the  same 
condemnation,  but  this  duty  is  yet  more  objectionable,  for  it  i« 
either  paid  by  the  Government  in  the  form  of  g^uarant*^ 
interest  in  case  of  materials  used  on  an  open  line,  or  if  fiir 
a  new  line  it  is  charged  to  the  capital  account  of  the  railway, 
and  is  converted  into  debt  bearing  interest  at  5  per  cent,  fic 
ever.  Now  that  the  Government  is  about  to  commence  rail  war 
construction,  the  absurdity  of  this  duty  will  perhaps  become 
more  obvious,  and  I  hope  that  it  will  not  make  its  apjK^ar 
ance  in  another  tariff.  The  aggregate  of  the  five  items  which 
I  have  named  is  225,000^. 

Excluding  these  items,  I  find  that  the  ten  largest  amounts^  of 
which  the  lowest  is  15,000i.,  yield  together  1,444,000/.,  and  that 
all  the  rest,  thirty-nine  in  number,  together  give  only  134,000/. 
The  whole  list  comprises  fifty-four  items.  I  cann<»t  c«»n>iti*r 
that  it  is  desirable  to  maint^iin  such  a  tariff  as  this,  s»»v«  nil  ♦  f 
the  items  of  which  do  not  produce  1,0(X)/.  Among  the  Hi-* 
miserable  of  the  list  are  the  last  two  additions  to  it,  the  in*  r- 
mention  of  which  will,  I  think,  sufficiently  indicate  the  sj.ir.' 
which  has  governed  the  comuiercial  ixjlicy  of  the  Govrniniti.* 
in  late  years — corals  and  lucifer  matches. 

Many  of  the  items  in  the  import  tariff  are,  moret»ver,  mj.i 
to  objection  as  being  class  taxes.  Such  are  the  duties  vhir' 
exclusively,  or  nearly  exclusively,  fiill  on  the  Eurojieans  rr>ivi*L* 
in  India,  and  of  these  a  long  list  might  Ix*  enunn  nit'-i. 
Although  it  would,  no  doubt,  he  indefensible  to  place  Kuroj^.-rTi- 
in  a  better  p()siti()n  than  the  natives  of  the  countrv  in  th'-* 
matters,  yet  to  do  the  converse  is  still  more  iudefen>ihl.*  :  ;ii, : 
I  consider  that  many  of  these  duties  jjress  most  unjustly  -tj 
the  class  to  which  I  belong,  and  I  think  that  I  >liould  \^ 
neglecting  my  duty  in  this  council,  and  to  that  class,  if  I  M 
not  say  it  in  jierfecily  i)lain  terms.     The  Euro^K'au  has  ut  h.\«t 
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as  much  claim  to  my  sympathy  in  matters  of  taxation  as  the 
sugar  grower  of  Northern  India,  or  the  indigo  grower  of  Bengal, 
or  the  cotton  spinner  of  Bombay.  In  all  these  cases,  I  affirm, 
xre  grievances  in  the  matter  of  taxation  far  more  onerous  than 
those  of  which  we  have,  within  the  last  few  weeks,  heard  so 
much,  and  having  this  distinctive  character  that  they  are  as 
real  as  the  others  were  imaginary.  And  I  may  add  that,  for 
my  own  part,  I  should  be  glad  to  hear  the  voice  of  the  House 
of  Commons  require  the  Government  of  India,  if  it  were 
necessary,  which  I  hope  and  indeed  beheve  it  will  not  be,  to 
do  what  is  necessary  for  the  removal  of  evils  such  as  I  have 
mentioned  in  the  interest  of  Great  Britain,  for  she  has  a  great 
interest  in  them,  and  may  justly  defend  it,  as  well  as  in  the 
interest  of  India  itself. 

I  am,  of  course,  quite  aware  that  it  is  not  possible  in  a 
summary  way  to  take  off  these  duties,  and  I  am  anxious  not 
to  be  supposed  to  suggest  such  a  course.  But  what  I  say  is, 
that  the  first  occasion  should  be  taken  to  reduce  the  list,  and 
to  carry  out  the  other  reforms  of  which  I  have  spoken ;  and 
that  such  an  occasion  can  only  be  found  by  a  resolute  determina- 
tion on  the  part  of  the  financial  administration  that  there 
shall  be  no  addition  to  the  expenditure  which  shall  prevent 
these  necessary  fiscal  reforms.  A  distinct  and  positive  policy 
must  be  adopted  and  acted  up  to,  or  nothing  in  this  direction 
will  be  possible.  I  am  too  well  aware  of  the  incessant  and 
insidious  demands  for  money  for  mere  administrative  purposes, 
and  I  know  the  difficulty  of  resisting  these  demands,  and  I 
repeat,  therefore,  with  special  emphasis,  what  I  believe  to  be 
the  only  rule  of  action  that  can  lead  to  success. 

Neither  am  I  satisfied  that  even  this  amount  of  reform  is 
all  that  we  can  fairly  hope  to  see  carried  out.  I  go  further 
still. 

And  in  the  first  place,  I  reject  entirely  the  doctrine  that  we 
do  well  to  maintain  a  high  rate  of  duty  on  the  piece  goods 
imports.  WTiether  Manchester  be  selfish  or  not — and  no  doubt 
it  has  been  loudly  asserted — it  is  not  for  me  to  say ;  but  this  I 
know,  that  the  men  of  Manchester  gave  England  free  trade, 
and  imderstand  the  real  requirements  of  commerce  and  progress 
vastly  better  than  those  statesmen  who  put  export  duties  on 
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such  products  as  tea,  and  coffee,  and  grain,  as  well  as  on  the 
few  manufactures  India  ever  had,  and  who  maintain  transit 
duties  in  the  heart  of  our  own  provinces  to  this  very  day.  I 
say,  then,  that  those  who  ask  for  a  reduction  of  the  duty  od 
piece  goods  may  at  all  events  possibly,  and  to  my  mind  actually, 
have  a  very  substantial  ground  on  which  to  base  their  argument, 
quite  apart  from  mere  personal  interest,  though  no  doubt  thii 
is  one  of  the  motives  of  those  who  object  to  high  duties,  and  a 
motive  which  is  a  perfectly  proper  one. 

The  truth  is — and  it  lies  on  the  surface — ^that  expends  are 
best  paid  for  by  imports,  and  that  if  a  fair  return  in  the  shape 
of  imports  is  not  taken,  the  export  trade  is  carried  on  at  a 
disadvantage.  Everything  which  enlarges  the  conBumptioo  of 
imports  opens  the  way  for  a  further  production  of  ex]wrt«w 
Now,  obviously  the  best  way  of  enlai^ng  consumption  k  to 
reduce  price,  and  even  a  very  small  fall  of  price  may  in  a  veiy 
important  degree  influence  the  total  amount  of  trade.  In  the 
particular  case  of  piece  goods,  moreover,  every  increase  of  con- 
sumption tends  to  add  to  the  demand  for  the  raw  material,  and 
thus  in  another  way  to  stimulate  Indian  production. 

And  let  me  here  further  remark  that  it  by  no  means  follows 
that  a  duty  is  not  mischievous  because  it  only  adds  one,  tw.*, 
or  three  j)er  cent,  to  the  cost  of  goods.  It  is  precist-ly  tht^- 
small  amounts  which  in  the  end  determine  whether  trade  i* 
possible  or  not ;  and  in  the  present  condition  of  eonimeriv, 
with  its  vast  extent  and  close  competition,  it  is  alt<">gethrr 
erroneous  to  say  that  a  duty  is  not  imiK)rtant  because  the  rate 
is  low. 

Nor  does  this  finish  my  demands  in  behalf  of  the  commen'r 
of  Indiii.  I  do  not  affinn  that  it  can  at  present  bt-  Kiid  t<>  N- 
within  tho  limits  of  the  practicable  to  make  all  the  |H»rts  «'f 
India  entirely  free  ;  but  this  is  C(»i1ain,  that  ihvrv  is  hnnily  :injt 
wicrifice  of  pr('s(»nt  adniinistnitive  j)rogress  that  I  can  coutvi^'- 
of  that  would  not  hi*  a  n^asonable  ])ric*^  to  ]>ay  for  tht*  va*t 
benefit  of  complete  fn^t^dorn  of  th(»  ex]>ort  and  innH>rt  tnuir  ^^f 
India.  The  customs  duties  at  the  present  time  are  m^t  of  a 
majj^iitude  to  render  this  idea  in  any  way  chimerical.  .   .  . 

1  need  not  s|KM'ulat(»  on  th(^  probable  results  of  such  a 
|H)licy,  if  carried  out ;  but  I  may  iK>int  to  the  wonderful  effeti* 
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of  the  adoption  of  a  modified  form  of  free  trade  by  England, 
and  say  that  it  seems  to  me  certain  that  the  greatest  benefit 
would  be  obtained  by  following  a  like  course  in  India. 


m. 

Extract  froTa  Fmandal  Statement  by  Sir  John 

Stracheyfor  1880-81. 

Although  I  do  not  intend  to  discuss  the  propriety  of  the 
course  that  has  been  followed  in  regard  to  the  removal  of  the 
duty  on  cotton  goods,  I  must  ask  Your  Excellency's  permission 
to  say  a  few  words  on  what  is,  in  some  respects,  a  personal 
matter.  We  are  constantly  told  that  these  measures  have  been 
adopted  in  disregard  of  the  interests  of  the  people  of  India,  and 
in  obedience  to  the  selfish  demands  of  the  Manchester  manu- 
facturers. If  we  had,  indeed,  manipulated,  in  the  interests  of 
England  or  of  any  political  party  in  England,  the  taxes  paid  by 
the  people  of  India,  our  conduct  would  have  been  not  only 
shameful  and  odious,  but  absolutely  criminal,  and  I,  as  Your 
Excellency's  chief  constitutional  adviser  in  the  financial  measures 
of  the  last  two  years,  must  have  borne  my  share  of  the  re- 
8ix)nsibility.  But  for  myself,  who  have  taken  part  in  these 
measures,  I  wish  to  say  that  I  hardly  rememb'  jthe  time  when 
I  (lid  not  argue,  in  the  interests  of  India,  lor  the  removal  of 
these  and  all  other  restrictions  on  her  commerce.  I  advocated 
the  abolition  of  these  duties  before,  to  the  best  of  my  belief, 
Manchester  had  herself  discovered  that  she  was  injured  by 
them,  and  before  Lord  Salisbury  had  proved  in  his  despatches, 
in  a  manner  which  seems  to  me  unanswerable,  the  serious  injury 
which  they  were  inflicting  upon  this  country.  As  I  said  in  my 
first  financial  statement  three  years  ago,  I  would  not  have 
accepted  my  present  office  if  I  had  not  hoped  that  I  should 
have  an  opix)rtunity  of  co-operating  with  Your  Excellency  in 
carrying  out  what  I  may  say  without  exaggeration  have  been 
the  convictions  of  a  lifetime.  I  have  had  that  opportunity. 
The  cotton  duties  are,  in  my  opinion,  virtually  dead. 
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FOREIGN   TRADE. 

VALUE  OF  INDIAN  TRADE  SINCE  1834 — COMPARIRON  WITH  BN6LAK0 — WliTT* 
OP  EXPORTS  EXPLAINED— ANALOGY  WITH  UNITED  8TATB9 — BVIDBNCI  "f 
PROSPERITY  RATHER  THAN  REVERSE — TOTAL  TRADE  IN  EFLATION  TO 
POPULATION — COMPARED  WITH  STATES  OF  EUROPE — INCRBASB  SlSlOt 
1810— RECENT  INCREASE  GREATLT  DUE  TO  EXTENSION  OF  KAILWATft-  - 
RESULTS  OF  CHEAP  TRANSPORT — COMBINED  WfTH  REDrCTIOX  OF  CUSTOK^ 
DUTIES — INTERESTS  OF  TRADE  DEMAND  FURTHER  REMISSIONS— NiaTRHKiRT 
GROWTH  OF  RAILWAY  REVENUE  WITH  INCREASED  TRADS — LO«i  OF 
CUSTOMS  DUTIES  PROBABLY  AT  ONCE  COMPENSATED  THUS — KXPANitlOt 
OF  IMPORT  AND  EXPORT  TRADE  FJLTENDS  TO  ALL  CLAS8]»  OF  «»4>OD»- 
PROOF  OF  GENERAL  INCREASED  PROSPERITY- MUTUAL  INTXEKST  OF  K50- 
LAND  AND  INDIA  TO  REMOA'E  OBSTRUCTIONS  TO  TRADE  CAUSED  BY  CCSTOE.^ 
DUTIES. 

TiiKRE  is  no  more  striking  evidence  of  the  pro*rross  «-!* 
the  material  wealtli  of  India  than  tliat  furnishcHl  hv  tlio 
record  of  its  foreign  trade,  as  shown  in  the  table  at 
tlie  end  of  tliis  cliapter. 

The  general  vohime  of  tlie  trade  of  India  at  tlio 
present  time  approximates  nearly  to  that  of  Groat 
Britain  between  1830  and  1840,  but  with  the  important 
dillerence  that  the  Indian  e\i)ort8  ex(*eed  the  i!n|)i»ri.- 
by  about  the  same  amount  as  that  by  which  tlie  iiriii>!i 
im[)orts  exceeded  the  exports.  The  Hritish  i»x|>or!* 
a|)pear  to  have  been  in  exc(\ss  of  the  imports  until  alniut 
182o,  when  tlie  im|)orts  began  to  prevail  m<»ie  andiUMn-. 
and  the  excess  at  length  reached  the*  enormous  value  ♦•: 
150,000,000/.  or  100,000,000/.  sterling. 

Supposing  the  values  recorded  m  the  trade  rclurii- 
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to  be  substantially  correct,  which  there  is  no  reason 
to  doubt,  the  excess  of  the  value  of  exports  over  imports 
indicates  approximately  the  sum  which  India  sends  to 
England  to  pay  for  all  charges  connected  with  the 
administration,  the  interest  on  English  capital  invested 
in  India,  and  the  profits  of  private  trade  and  savings 
from  salaries  remitted  by  Englishmen,  less  the  new 
capital  sent  out  from  year  to  year  for  investment  in  the 
country.  The  period  from  1854  to  1864  was  the  time 
when  the  capital  for  the  guaranteed  railways  was  being 
raised.  About  80,000,000/.  was  borrowed  or  raised 
in  England;  30,000,000/.  chiefly  to  meet  the  heavy 
charges  of  suppressing  the  Mutiny,  and  50,000,000/. 
subscribed  as  railway  capital  for  investment  or  expendi- 
ture in  India,  and  there  was  hardly  any  surplus  of 
exports  during  this  period.  In  1869  the  heavy  outlay 
on  the  guaranteed  railways  was  coming  to  a  close,  and 
the  system  of  construction  by  the  State  was  beginning ; 
and  since  that  time,  the  large  sums  which  India  has 
had  to  pay  as  interest,  now  amounting  to  more  than 
5,000,000/.  yearly,  have  exceeded  the  capital  supplied 
from  England  for  investment.  The  great  rise  in  the 
export  trade  dates  from  that  time,  and  for  the  last 
ten  years  the  excess  of  exports  has  averaged  about 
16,000,000/.  sterUng,  of  which  perhaps  half  may  be 
regarded  as  the  return  on  capital  invested  in  railways 
and  commercial  enterprise,  and  half  as  the  charge  on 
accoimt  of  tlie  administration  of  India,  which  has  to 
be  met  in  England. 

It  has  frequently  been  alleged  that  this  excess  of 
the  exports  over  tlie  imports  signifies  a  drain  on  the 
resources  of  India  which,  to  use  the  words  of  one  of 
those  who  thus  argue,  *  must  stop  all  real  improvement, 
and  eventually  bring  the  country  to  pauperism.'     The 
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most  conclusive  argument,  perhaps,  that  can  be  brought 
against  such  a  view  is  the  practical  one,  that  the  nation 
which  probably  of  all  others  at  present  gives  the 
greatest  signs  of  progress  and  of  increase  of  wealth 
and  general  prosperity — the  United  States  of  America — 
exhibits  a  balance  of  trade  similar  to  that  of  India, 
but  with  a  still  greater  relative  excess  of  exports.  In 
round  numbers  the  average  values  of  the  exports 
and  imports  of  the  United  States  for  the  five  years 
ending  with  1880  were  140,000,000/.  and  106,000,000/. 
sterUng  respectively,  showing  an  excess  of  exports  of 
34,000,000/.  The  foreign  trade  of  India  for  the  last 
five  years  is  almost  exactly  half  this  amount,  but  with 
an  excess  of  exports  of  only  15,000,000/.,  the  propor- 
tions of  the  excess  to  the  total  export  values  being 
about  22  per  cent,  for  India,  and  24  per  cent,  for 
America. 

It  seems,  indeed,  hardly  necessary  to  discuss  seriously 
such  a  doctrine  as  this,  which  would  inevitably  lead  i'> 
the  conclusion  that  Great  Britain,  by  the  en<>rinou> 
excess  of  its  imports,  is  rapidly  bringing  to  paujUTiMii 
the  countries  from  w^hicli  those  imports  are  receivtMl, 
and  is  stopi)ing  all  real  improvement  in  tliein.  Tlio 
obvious  trutli  is  that  the  accumulating^  wealth  of  Euir- 
land  seeks  useful  employment  all  over  the  world,  an-l 
that  tlie  legitinuite  returns  on  the  capital  thus  in- 
vested ilow  back  in  the  form  of  the  excess  imports,  i'> 
wliicli  India  and  the  United  States  of  America,  with 
many  other  countries  similarly  situated,  c<>ntrihut-j 
their  shares. 

So  far  as  the  excess  of  Indian  exports  is*  due  tf» 
llie  investment  of  English  capital  in  tluit  country,  it  i- 
dillicult  to  conceive  conditions  under  which  the  riMuii- 
tance   of  interest  on  such  capital    judiciously  appheil 
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could  be  onerous  to  the  country  which  pays  it;  for 
tlie  investment  must  necessarily  lead  to  the  outlay  of  a 
much  larger  sum  than  the  interest  sent  away,  which  only 
represents  the  profits,  the  other  portion  of  the  gross 
receipts  which  supphes  the  cost  of  production  or  work- 
ing expenses,  remaining  in  the  country.  Thus,  in  the 
case  of  the  guaranteed  railways,  about  100,000,000/.  of 
capital  has  now  been  raised  and  spent  in  India,  and  say 
5,000,000/.  a  year  has  to  be  paid  in  England  as  iDterest 
on  that  capital ;  the  railways  pay  this  5,000,000/.  by 
earning  a  gross  income  of  10,000,000/.,  of  which 
5,000,000/.  is  spent  in  wages  or  other  working  ex- 
penses, and  afibrds  increased  profitable  occupation  to 
the  people  of  the  country.  The  persons  who  voluntarily 
pay  the  10,000,000/.  for  the  use  of  the  railways  are 
themselves  largely  benefited  by  them,  and  would  have 
had  to  pay  much  more  had  they  been  obliged  to  use 
ruder  means  of  conveyance.  The  remittance  of 
5,000,000/.  of  interest  to  England,  therefore,  indicates 
the  investment  of  a  sum  of  money  in  India  which,  so 
far  from  causing  a  drain  on  the  country,  confers  in 
numerous  ways  great  direct  and  indirect  benefits  on  it. 
The  same  may  be  said  of  the  smaller  investments  in  tea 
and  cofiee,  indigo,  cotton  mills,  and  other  industries 
which  are  mainly  supported  by  British  capital,  the 
interest  remitted  on  which  does  not  imply  the  impover- 
ishment but  the  enrichment  of  the  country.  As  to  the 
other  half  of  the  excess  exports,  which  goes  to  pay  the 
cost  of  English  administration  necessarily  incurred  out 
of  India,  there  can  be  no  room  for  doubt  that  it  is  to 
the  advantage  of  India  to  pay  the  sum  really  necessary 
to  secure  its  peaceful  government,  without  which  no 
])rogress  and  no  accumulation  of  wealth  would  be  pos- 
sible ;  and  so  long  as  this  condition  is  not  violated  it  is 
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not  material  whether  a  part  of  the  charge  has  to  be 
met  in  England,  or  whether  it  is  all  paid  in  India. 

The  aggregate  export  and  import  trade  of  India 
now  amounts  in  value  to  nearly  140,000,000/.  sterUng; 
twenty-five  years  ago  it  had  not  reached  50,000,000/. 
Though  the  progress  of  India  has  been  great,  the  trade, 
in  relation  to  the  population,  is,  however,  still  far 
behind  that  of  even  the  more  backward  European 
countries,  as  the  following  figures  (showing  approxi- 
mately the  facts  between  1878  and  1879)  will  in- 
dicate : — 


1 

B«u 

Ootmtiy 

PopnUtion 

Imports 

Rxporti 

TV>tal 

bevl 

£                         £ 

£ 

£    i. 

Great  Britaiu 

34,000,000 

863,000,000 ;  249,000,000  612,000,000  16  0 

France 

38,000,000 

184,000,000 

127,000,000  311,000,000.  8  2 

United  States 

of  America 

47,000,000 

107,000,000 

141,000,000  248,000,000  6    6 

Russia  . 

85,000,000 

65,000,000'    68,000,000   133,000,000   1  11 

Austria . 

37,000,000 

58,000,000'    70,000,000   128,000,000  3    7 

Italy      . 

27,000,(KK) 

51,000,000     44,000,0(K)     tto.OUO.OOO    3  10 

Spam     . 

17,(KH),0()0 

10,000,000      17.(KK).(KK)      .^S,(XX>,«M»    1    VJ 

India 

252,000,000 

4^,000,000,    07,000,(.H)0 

110,000,001.) 

10 

The  imports  of  niercliamlise  liave  increa.soil  from 
14,000,000/.  in  1856  to  53,000,000/.  in  18S0-S1, 
sliowinjr  an  increased  purchasinjr  power  of  close  ii[>on 
30,000,000/.  yearly.  The  exports,  which  in  the  first- 
named  year  were  23,000,000/.,  rose  in  the  last  to 
74,500,000/.,  sliowing  an  increased  power  of  pnMluc- 
tion  of  50,000,000/.  sterlinjr.  The  steadily  increa>in.i! 
amount  of  tlie  imports  durinjj  the  last  forty  year-i 
aflbnls  conclusive  |)roof  tliat  the  power  of  pun-hasiirj 
for  internal  consumption,  so  far  from  having  \>vvu 
unduly  pressed  upon  hy  adverse  influences,  surh  as 
over  taxation  or  any  general  deterioration  of  condition, 
has    been    constantly    improving.      The   decennial   in- 
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creases  of  the  imports  of  merchandise  have  been  as 
follows:  1841  to  1851,  3,000,000/.;  1851  to  1861, 
12,000,000/. ;  1861  to  1871, 11,000,000/. ;  1871  to  1881, 
18,000,000/. 

It  is  surely  time  that  the  misconceptions  on  these 
subjects,  if  indeed  they  do  not  rather  deserve  the  name 
of  misrepresentations,  should  be  abandoned.  It  is 
inexcusable  on  the  part  of  any  one  who  professes  to 
enlighten  the  people  of  England  on  the  condition  of 
India,  to  allege  that  when  persons  in  authority  have 
referred  to  the  excess  of  exports  over  imports  as 
being  *  without  any  commercial  return,'  they  have 
admitted  that  the  transaction  has  been  without  any 
proper  consideration,  and  therefore  injurious  to  India. 
And  the  confusion  of  thought  thus  displayed  is  com- 
monly combined  with  another  fallacy.  It  is  tacitly 
assumed  that  some  condition  of  things  would  be  pos- 
sible under  which,  by  reducing  to  a  *  minimum  the  cost 
of  good  government,'  this  excess  export  of  produce 
could  be  avoided  and  its  value  retained  by  the  people 
of  India.  Now  it  is  obvious  that  the  only  way  in 
which  this  could  happen  would  be  for  India  to  repay 
all  the  foreign  capital  spent  on  her  improvement,  and 
herself  supply  all  that  is  required  in  the  future,  at  the 
same  time  furnishing  a  national  government  which 
should  give  all  necessary  securities  for  the  peaceful 
and  progressive  administration  of  the  country.  When 
this  becomes  possible  the  time  may  arrive  when  India, 
\vithout  relapsing  into  barbarism  and  losing  its  foreign 
trade  entirely,  will  find  that  her  exports  no  longer 
exceed  her  imports. 

That  the  development  of  Indian  trade,  to  which 
attention  has  been  directed,  has  for  the  most  part  been 
due  to  the  increasing  wealth  of  the  country,  and  to  the 
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greatly  improved  means  of  communication  both  by  sea 
and  land,  and  especially  to  the  extension  of  railwap, 
cannot  be  questioned.  In  1856  the  first  few  miles  of 
Indian  railways  had  just  been  opened,  and  the  total 
receipts  from  the  goods  traffic  were  only  47,000/.  In 
the  last  year  for  which  we  have  complete  accounts 
(1880)  the  goods  receipts  were  nearly  7,700,000/.,  the 
quantity  of  goods  carried  having  been  almost  Hi 
miUion  tons. 

It  is  interesting  to  inquire,  and  the  inquiry  has  an 
important  bearing  on  all  questions  relating  to  Indian 
trade,  what  relative  effect  customs  duties  and  the  cost 
of  inland  transport  have  on  the  probable  sale  of  im- 
ported merchandise. 

Taking  cotton  manufactured  goods  as  an  illustra 
tion,  we  shall  find  that  the  value  of  1  lb.  of  cotton 
manufactures  may  be  roughly  taken  on  the  average  at 
about  half  a  rupee ;  1  maund,  or  say  82  lbs.,  will  Ik? 
worth  Rs.  40,  on  which  the  duty  at  5  per  cent,  will 
be  Ks.  2,  or  annas  32  (4.v.).  Furtlier,  the  transport  ni 
the  same  quantity  by  rail  for  500  miles  will  l>e  about 
annas  10  (1.^.  3^/.),  or  one  third  of  the  duty.  AKo 
the  cost  of  cart  transport  being  about  four  timt's  th;ii 
of  transport  by  rail,  tlie  saving  due  to  the  introduction 
of  railways  is  three  times  the  actual  cost  by  rail  ft)r 
500  miles,  or  about  annas  30  (3.s\  9^/.). 

Hence  it  appears  that  the  virtual  effect  of  substi- 
tutinjr  500  miles  of  railway  transport  for  cart  transjM>rt 
is  equivalent  to  taking  off  a  duty  of  5  per  cent. ;  and, 
considerinjr  the  <rreat  distances  to  which  cotton  'hmmIs 
actually  travel  in  India,  it  may  1h*  reasonably  said  that 
this  fairly  indicates  the  actual  diriH't  effect  of  the  rail- 
ways on  the  trade  in  tliese  ^K)ods  during'  the  last  twenty- 
five  years. 
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But  .there  is  a  further  most  important  result  of 
cheap  transport ;  for  the  imports  have  to  be  balanced 
in  value  by  the  exports.  The  cotton  manufactures  are 
worth  about  100/.  per  ton,  while  the  average  agricul- 
tural export  produce  can  hardly  be  worth  one-tenth  of 
that  sum  :  it  follows,  therefore,  that  for  every  ton  of  the 
cotton  manufactures  imported,  there  will  be  at  least 
ten  tons  of  produce  exported.  Taking  the  present 
value  of  cotton  goods  imported  at  25,000,000/.,  and 
their  weight  at  250,000  tons,  the  export  produce  equal 
in  value  might  weigh  about  2,500,000  tons,  on  which 
the  railway  receipts  will  be  about  2,000,000/.  The 
saving  in  the  cost  of  transport  of  this  produce  by  rail, 
over  the  old  method  by  cart,  would  be  about  three 
times  the  actual  cost  by  rail,  or  say  6,000,000/.  Thus 
a  most  important  stimulus  is  given  by  the  railways  to 
the  import  trade,  by  bringing  a  largely  increased 
quantity  of  produce  within  the  range  of  the  export 
market,  while  the  cost  of  the  imported  goods  is  at  the 
same  time  reduced,  and  they  are  consequently  brought 
within  the  means  of  an  increased  number  of  purchasers. 
The  importance  of  these  considerations,  which  of  course 
apply  to  all  descriptions  of  imports  as  well  as  to  cotton 
goods,  is  so  great  that  it  is  matter  of  surprise  that  they 
have  hitherto  received  so  small  a  measure  of  attention 
from  the  intelligent  classes  interested  in  the  extension 
of  British  trade  in  India,  and  that  the  influence  of  these 
classes  has  not  been  more  powerfully  exerted  for 
the  purpose  of  stimulating  the  development  of  rail- 
ways, on  which  the  increased  sale  of  foreign  manu- 
factures in  the  great  continent  of  India  so  immediately 
depends. 

These  general  causes  have  been  in  operation  for  the 
last  twenty-five   years,  during  which  the   railways  of 
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India  have  been  by  degrees  coming  into  existence,  and 
their  effect  has  been  largely  aided  by  the  gradual  re- 
duction in  recent  years  of  the  general  scale  of  import 
and  export  duties.  What  that  effect  has  been  is  shown 
by  the  figures  already  given ;  and  it  may  confidently  be 
concluded  that  the  further  development  of  the  com- 
merce of  India  will  be  found  directly  and  intimately 
to  depend  on  these  two  influences — the  reduction  of  the 
cost  of  inland  transport  by  the  extension  of  railways,  and 
the  reduction  or  total  aboUtion  of  the  customs  duties, 
whether  on  exports  or  imports.  That  a  considerable 
increase  of  the  export  trade  of  India  in  the  last  few 
years  may  have  been  due  to  the  fall  in  the  value  of 
silver  in  relation  to  gold,  is  more  than  probable,  but  the 
discussion  of  this  subject  will  be  more  conveniently 
deferred  to  a  later  part  of  this  work. 

And  we  are  thus  brought  back  to  consider  the 
serious  question  discussed  in  the  preceding  chai)ter, 
how  far  it  may  be  desirable  in  the  interests  of  the  trade 
of  the  country  furtlier  to  fxive  up  or  reiluce  the  ciLvtuni- 
duties,  and  Iiow  fur  tlie  fmaiuMul  exi^^cncies  <»f  tho 
Governnient  will  admit  of  such  relief  heiii^'  {livon.  Tin- 
sole  justification  of  tlie  maintenance  of  any  tax  is  thai 
it  is  rociuired  in  the  <renoral  interests  of  the  comniuniiy. 
It  would  be  a  short-sighted  and  mischievous  puli<'y  t«» 
allow  the  cotton  duties  or  any  other  duties  to  stan<l 
in  the  way  of  the  development  of  a  trade  measun^i 
in  millions  of  pounds,  unless  the  recjuiroments  of  fniaii- 
cial  e(juilil)riuni  could  not  dispense*  with  the  few  hun- 
dred tliousand  pounds  tlicy  produce.  The  remissi<»n  «•!* 
tlie  ri'mainiuL^  cotton  duties  mi*rht  U'ad  to  a  h^ss  nf 
70(),0iK)/.,  and  if  tlu»  other  customs  duties  were  «mv«  n 
up  tliere  would  be  a  further  loss  of  1,0(MI,0()0/.,  or  rathrr 
more.     The    iiKjuiry,   theri'lore,    arises    whether    ludi;i 
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could   safely  accept  the  risk   of  this,   and   how  such 
sums  could  be  made  good. 

The  growth  of  the  railway  traffic  following  the  in- 
creasing trade  leads  necessarily  to  the  growth  of  the 
railway  receipts,  and  to  a  corresponding  addition  to 
the  revenues  of  the  State.  Experience  shows  that  Es.  10 
or  12,  or  say  IL  of  the  conventional  Indian  currency, 
may  be  taken  as  the  average  sum  earned  from  all 
sources  per  ton  of  goods  carried  on  Indian  railways. 
The  number  of  tons  moved  has  gradually  increased 
from  1,800,000  in  1865,  to  3,400,000  in  1872,  to 
8,800,000  in  1879,  and  to  10,450,000  in  1880,  the  last 
year  for  which  full  accounts  have  been  published.  The 
increase  of  every  milHon  tons  to  the  traffic  will  add 
approximately  1,000,000/.  to  the  gross  receipts.  About 
half  of  this  sum  will  be  net  profit,  and  of  this  not  less 
than  two-thirds  would  directly  or  indirectly  add  to  the 
resources  of  the  Government,  either  as  a  reduction 
of  the  payments  for  guaranteed  interest,  or  as  direct 
profit  on  the  guaranteed  or  State  hues.  Hence,  for 
every  miUion  tons  added  to  the  goods  traffic  it  would 
be  reasonable  to  expect  that  250,000/.  would  be  added 
to  the  revenue  in  the  shape  of  railway  receipts.  There 
has  been  in  the  last  five  years  an  actual  increase  of 
6,000,000  tons,  and  if  a  similar  increase  should  take 
place  in  the  next  five  years,  the  revenue  would  be 
increased  by  1,250,000/.  from  this  source  alone,  of 
which  but  a  small  part  would  be  absorbed  by  increase  of 
interest  charge. 

The  steady  and  continued  increase  of  the  foreign 
and  internal  trade  of  India  gives  evidence  that  such 
anticipations  as  these  are  reasonable  and  moderate.  The 
tonnage  of  the  sliipping  employed  in  the  foreign  import 
and  export  trade,  which  in  1856  was  about  2,800,000, 
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had  become  5,800,000  in  1877-78,  and  it  now  exceeds 
6,000,000.  Tlie  interportal  or  coasting  trade  employs 
about  double  that  amount  of  tonnage.  The  foreign 
trade  has  increased  in  the  last  twenty-five  years  from 
49,000,000/.  to  138,000,000/.,  and  the  interportal  trade 
is  now  valued  at  nearly  60,000,000/.  sterling.  It  is  not 
possible  that  such  a  growth  of  the  foreign  trade  should 
go  on — and  there  is  every  indication  of  its  continuance — 
without  a  corresponding  growth  in  the  internal  trade  of 
the  country,  and  every  stimulus  given  to  the  foreign 
trade  by  the  remission  of  the  duties  imposed  upon  it, 
must  necessarily  be  immediately  felt  in  an  increase  of 
the  railway  receipts  and  in  the  pubUc  revenues.  From 
these  considerations  it  is  reasonable  to  anticipate  that 
the  repeal  of  the  remaining  duties  on  cotton  goods  would 
be  immediately  followed  by  an  extension  of  the  import 
trade,  combined  with  a  corresponding  addition  to  the 
exports,  and  that  this  would  soon  lead  to  an  increase  of 
railway  traffic  sufficient  to  cover  the  first  loss  of  revenue. 
Even,  tlierefore,  if  tlie  state  of  the  finances  were  K-'* 
satisfactory  tluin  it  is,  tliere  need  l)e  no  hesitation  in 
immediately  abolishing  all  tlie  imposts  with  whi<-h  t!i> 
brancli  of  trade  is  burdened.  Tliis  same  resource,  iLo 
crrowing  railway  income,  would  also  unquestionably,  if 
it  were  prudently  managed,  afTord  within  a  short  peri«M 
of  time  the  means  of  freeing  the  whole  import  trade  "f 
India  from  taxation.  It  is  impossible  to  doubt  that 
the  removal  of  all  customs  duties  would  have  a  verv 

• 

great  and  inimediate  eflcct  upon  Indian  trade,  anJ 
through  it  (^n  the  railway  receipts  and  on  the  {)uM:«' 
revenue.  The  hope  has  been  expressed  in  otlier  [»;irt* 
of  this  work,  that  nothing  may  be  done  to  throw  away 
or  jeopardise  that  most  important  of  the  future  r-*- 
sourees  of  tlie  Ciovernnient   in   India,  tin*   [>rolits   fp»::! 
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the  railways.  The  revenue  from  thia  source  is  ohtained 
with  an  amount  of  interference  with  trade  which  is 
ahnost  imperceptible,  and  in  return  only  for  services 
rendered  and  ui^ently  needed  ;  and  all  efforts  to  stimu- 
late its  growth  would  involve  the  satisfactory  mainte- 
naucc  and  extension  of  a  cheap  and  efficient  system  of 
railway  transport,  on  wliich  the  realisation  of  such 
a  revenue  would  directly  depend,  and  which  would 
be  no  less  essential  for  successful  and  expanding  com- 
merce. 

How  far  the  anticipations  of  the  further  steady  in- 
crease of  Lidian  trade  are  justified  by  the  facts  will  be 
seen  from  the  following  figures,  which  compare  the 
imports  of  foreign  merchandise  and  the  exports  of 
Indian  produce  in  the  last  year,  1880-81,  with  the 
average  of  the  five  years  1874-75  to  1878-79,  and 
the  year  1856.  In  no  single  instance,  excepting  the 
exports  of  silk,  is  there  anything  but  a  satisfactory  in- 
crease. The  following  tables  include  all  articles  the 
annual  values  of  which  exceed  500,000/.  : — 

Imports. 


Avfr»erof 

IMI 

i!e.:;6ij,ooo 

'"*-""■'*""-'* 

1  ''ilton  twist  and  manufactUTes  . 

fl8.8O6,OQ0 

£26,579,000 

MttaU 

l,fi4.%(XiO 

3,266,000 

3,780,000 

Liquors 

766,000 

1,330.000 

1,387,000 

lUynl 

113,000 

835,000 

1540,000 

Kugar 

106,000 

810,000 

1,011,000 

WooUeogooda 

134,000 

780,000 

1,209,000 

RailwBT  plant  and  rollia^  stock 

547,000 

767,000 

3,118,000 

ijilkgo^da         .         .         .         . 

1.30,000 

747,000 

1,350,000 

274,000 

Bo3,000 

1,007,000 

Pnniaons         .... 

2(kJ,000 

706.000 

920,000 

Apparel 

328,000 

006,000 

058,000 

Ka^r 

276,000 

650,000 

000.000 

IlHrdwaru        .... 

442,000 

552,000 

Spicea 

12.3,000 

401,000 

643,000 
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;     A«™eeo( 

ArliclM 

Opium 

«^1,000 

^2.)7B,000 

£i3fi^fim 

Ootton,  i«w    ,        .        ,        , 

a^i6,ooo 

11,515.000 

13,242.000  1 

„       m  an  ufac  lured      . 
Rice 

— 

lfM*,OW 

2,598,000 

6,303,000 

9jaS7fi00 

Wheat 

174,000 

1,344,000 

3,27(*,W»> 

Pulse 

Total  grains     . 

124,000 

275,0001 

£2^96,000 

£7,063,000 

iI2,6IO,U0O 

Oilaoeds         .... 

1,273,000 

6,210,000 

6,34A.ono 

Jute,  raw         .... 

329,000 

3,201,000 

Sf\3&f.n> 

6(W,000 

1,127,000 

Hides 

432,000 

3,733.010  , 

Iiaigo 

2,424,000 

LM'r-i."-i' 

3,672.000  1 

Coffee 

120,000 

1AW.0U0 

Wool 

4S3.000        \M:r,.,)..< 

lA>i4.0l» 

SUk 

1,049.000 

-•'■'■ 

771,000  ■ 

It  is  materially  impossible  that  the  great  pn^rea 
thus  shown,  both  in  production  and  consumption,  cid 
have  taken  plare  without  a  correspond inpr  developmonl 
of  the  wealtli  and  industry  of  tlie  people  ;  and  tlie  wvil- 
known  farts  of  the  increase  of  tlie  area  of  land  uniltr 
cultivation  in  all  parts  of  tlie  country,  indirato  i!i-: 
principal  source  from  whit-li  that  increased  wealth  ha- 
been  derived,  and  to  wliicli  that  industry  lias  Ux-n 
applied.  That  tliere  are  evils  and  didioulties  fmin 
wliicli  some  jiortions  of  tlie  population  suffer,  i?  ii> 
doubt  true  for  India  as  for  every  other  country;  Imt 
that  the  very  remarkable  growth  of  all  brandies  oi 
tlie  public  income,  wliicli  has  taken  place  siinultaiu'- 
ously  witli  an  ei[ually  striking  advance  in  the  internal 
and  external  trade,  fvin^'ed  l)y  tlie  iinporls  and  ex- 
ports anil  railway  trari^acliniis,  should  be  comiiatil'io 
witli  any ll ling  but  an  advain.-iiijz  coiulition  of  the 
people,  is  directly  contrary  to  all  experience  and  reason 
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The  very  evils,  difficulties,  and  sufferings  which  it  has 
been  the  lot  of  the  people  to  endure,  have  afforded  a 
proof  of  the  improved  condition  of  the  community ; 
for  they  have  shown  how  vastly  the  recuperative 
powers  of  the  country  have  increased,  the  period  of  its 
greatest  apparent  prosperity  having  followed  imme- 
diately on  a  period  of  the  most  exceptional  calamity. 
In  the  face  of  these  positive  and  continued  proofs  of 
general  progress,  it  is  irrational  to  give  attention  to 
vague  assertions  of  deterioration,  of  which  no  definite 
evidence  is  forthcoming,  and  which  are  based  on  mis- 
conceived generaUsations  from  local  and  partial  evils, 
such  as  are  to  be  found  in  every  human  society  however 
advanced.  And  considering  how  Uttle  has  yet  been 
done  to  give  India  the  advantages  which  are  certainly 
to  be  secured  by  the  adoption  of  improved  methods  of 
husbandry,  by  the  institution  of  industries  suited  to  the 
local  conditions  of  the  country,  and  by  calling  in  the 
aid  of  modern  science  and  the  outlay  of  sufficient  capi- 
tal, the  success  already  attained  in  the  development  of 
its  resources  is  most  encouraging  for  the  future. 

There  are  some  who  doubt  whether  England  will 
continue  to  stand  fast  in  that  faith  in  the  efficacy  of 
free  trade  which  many,  among  whom  the  authors  of 
this  work  desire  to  rank  themselves,  hold  to  have  been 
one  of  the  most  powerful  causes  of  the  extraordinary 
advance  in  wealth  which  our  country  has  made  m  the 
last  quarter  of  a  century ;  but  so  long  as  she  does, 
India  offers  a  wide  field  for  the  appUcation  of  that 
faith,  and  for  the  diffusion  of  the  benefits  which  it 
will  certainly  confer  on  those  who  follow  it.  Though 
other  countries  be  more  or  less  closed  to  the  industry 
of  England  by  hostile  tariffs,  we  possess  in  India  a  con- 
tinent the  capacity  of  which,  whether  to  supply  us  with 
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agricultural  produce,  or  to  receive  our  manufacturef 
in  exchange,  has  only  just  begun  to  be  developed,  and 
the  extension  of  which  depends  on  our  own  conduct  in 
throwing  down  the  artificial  barriers  which  we  still  per- 
mit to  stand  in  the  way  of  the  free  growth  of  the  trade 
of  that  country.  The  progress  of  this  trade  in  the 
past  year  alone  goes  far  to  justify  the  belief  that  in 
this  direction  should  be  sought,  and  may  be  found  in 
a  comparatively  short  time,  a  most  valuable  set-off 
against  any  temporary  check  or  diminution  of  the 
progress  of  British  commerce  caused  by  the  oppressive 
tariffs  of  protectionist  nations. 

The  idea  of  tolerating,  still  less  of  stimulating,  a  war 
of  tariffs  between  England  and  India  is  monstrous. 
Whatever  may  be  our  position  in  respect  to  other  coun- 
tries or  colonies,  here  at  least  such  an  insane  poUoy 
should  not  be  permitted.  The  future  prosperity  of 
India  and  England  alike  demand  the  most  comi)lete 
freedom  of  commercial  intercourse  between  tliein.  It 
is  not  easy  to  decide  which  country  suffers  nmst  I>y 
the  obstruction  to  the  sale  of  its  produce  caused  i>y 
customs  duties,  on  the  one  side  sucli  as  the  Indian  duties 
on  the  import  of  English  manufactures,  and  on  the 
other  such  as  the  English  duties  on  Indian  tea  and  c<»ffcf  ; 
the  duty  on  tea  being  at  no  less  a  rate  than  50  per  cent. 
on  the  value,  and  placing  on  this  article  alone  a  burden 
of  more  than  one  million  sterling.  In  neither  case  can 
a  plea  of  necessity  be  accepted,  and  t(^  talk  of  riM^i 
procity  or  compensating  tariffs  would  he  absurd.  li<»tli 
countries  require  free  markets,  and  it  is  equally  true 
for  both  that  no  form  of  taxation  is  so  prejudicial  as 
that  which  restricts  the  free  interchange  of  the  [)n»- 
ducts  of  their  industry.  Whether  the  subject  be  viewcnl 
from  the  side  of  the  interests  of  Lidia  or  of  England, 
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the  same  conclusion  must  be  come  to,  and  it  is  singular 
enough  that  amid  all  the  discussion  which  has  arisen 
as  to  the  exclusion  of  EngUsh  goods  from  foreign  markets 
by  hostile  tariffs,  the  mutually  destructive  customs  duties 
of  England  and  India  should  not  have  attracted  more 
attention,  and  should  have  been  tolerated  so  long. 
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CHAPTER  XVn 

OCTROI   DUTIES 

OCTR0I_pUTrE8  FOR  MUNICIPAL  PUKPOSES — 0RDEB8  Dl  1868  TO  PREVENT 
▲BUSES — RELAXED  TS  1871 — LEGISLATION  PROPOSED  IN  1879— ITS  OBJECTS 
— ABUSES  POINTED  OUT  BY  BOMBAY  CHAMBER  OF  COMMERCE — EXTREME 
CASE  OF  KARACHI — DECISION  NOT  TO  LSeiSLATB — ^NECESSITY  FOR  FUTURE 
VIGILANCE. 

Closely  connected  with  the  subject  of  customs  duties 
and  trade,  which  have  been  treated  of  in  the  last  two 
cliapters,  there  is  an  important  matter  which  must  not 
be  left  unnoticed. 

For  many  years  past  the  Government  of  India  has 
recognised  the  necessity  of  placing  better  checks  on  the 
system  by  which,  through  a  large  part  of  India,  octroi 
duties  and  tolls  are  levied  for  municipal  purposes.  It 
has  been  a  constant  complaint  that  these  duties  become 
taxes  on  goods  in  transit,  and  affect  injuriously  the 
general  trade  of  the  country. 

The  orders  on  this  subject  issued  by  the  Government 
of  Lord  Lawrence  in  1868  contained  the  first  clear 
statement  of  the  principles  by  which  the  levy  of 
octroi  duties  should  be  regulated.  Their  propriety 
has  never  been  successfiilly  impugned ;  and  they  are 
quoted  here  : — '  Such  duties  should  be  restricted  to 
articles  actually  consumed  in  the  towns,  and  not  im- 
posed upon  articles  of  general  commerce  or  suffered  to 
interfere  with  the  natural  course  of  transit  trade.  The 
Government  of  India  has  reason  to  beUeve  that  these 
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sound  principles,  the  truth  of  which  has  been  established 
by  the  prolonged  experience  of  those  countries  of  Europe 
in  which  octroi  duties  form  commonly  a  source  of  muni- 
cipal revenue,  have  been  frequently  lost  sight  of,  and 
that  to  meet  the  burden  of  an  annually  increasing 
expenditure  upon  police,  education,  or  sanitary  improve- 
ments, a  wide-spread  system  of  taxation  has  been  intro- 
duced, injurious  to  interests  on  which  the  burden  in 
a  great  measure  falls,  and  standing  in  the  way  of  the 
proper  development  of  the  commerce  of  the  country. 
It  is  to  Uttle  purpose  that  the  Imperial  Government 
reduces  or  abolishes  customs  duties  in  the  interests  of 
trade,  if  municipaUties  are  permitted  to  levy  duties  on 
articles  of  commerce  passing  through  their  limits.  In  all 
parts  of  India  municipal  taxation  is  largely  on  the  in- 
crease ;  and  there  is  a  growing  tendency  to  overlook, 
for  the  sake  of  small  local  improvements,  the  real  in- 
jury that  is  being  inflicted  upon  important  general 
interests.' 

Tliesc  orders  also  laid  down  practical  rules  by  wliioh 
the  levy  of  octroi  duties  and  tolls  was  to  be  regulated. 
It  was  declared  that  duties  on  articles  of  consumption 
must  fall  entirely  on  the  population  of  the  town  for 
the  benefit  of  which  they  were  levied,  and  that  a  jealous 
guard  must  be  kept  lest  they  should  apply  to  any 
article  belonging  to  the  transit  or  general  trade  of  the 
country.  The  articles  on  which  duties  might  and  might 
not  be  imposed  were  enumerated. 

In  the  first  class  were  articles  of  food  or  drink; 
animals  for  slaughter  ;  articles  used  for  fuel,  for  Ught- 
ing,  or  for  washing  ;  articles  used  in  the  construction 
of  buildings  ;  tobacco,  and  some  minor  articles  of  con- 
sumption. The  second  class,  on  which  the  levy  of 
duties    was    prohibited,   comprised    articles    liable    to 
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customs  duty  and  imported  into  India  by  sea — salt, 
opium,  liquors,  and  drugs  liable  to  excise  duty.  The 
articles  subject  to  duty  were  so  chosen  that  municipal 
taxation  should  not  encroach  on  imperial  taxation,  and 
that,  in  the  words  already  quoted,  important  general 
interests  should  not  be  overlooked  for  the  sake  of  small 
local  improvements. 

It  was  also  required  that  provision  should  be  made 
for  the  refund  of  duty  when  goods  were  re-exported 
from  towns,  for  bonded  warehouses,  and  other  pur- 
poses. Eules  were  laid  down  regarding  the  levy  of 
tolls,  the  principle  being  affirmed  that  they  were  not  to 
be  levied  as  a  source  of  general  municipal  revenue,  but 
only  for  the  purpose  of  defraying  the  cost  of  construc- 
tion of  particular  works,  or  for  their  maintenance. 

These  orders  of  the  Government  of  India  were  re- 
ceived with  general  opposition  by  almost  all  the  loc?il 
authorities  wherever  octroi  duties  were  levied  ;  and  for 
this  plain  reason,  that  their  execution  involved,  in  many 
cases,  a  serious  curtailment  of  existing  municipal  income. 
In  consequence  of  the  pressure  brought  to  bear  by 
the  local  authorities,  some  relaxation  of  the  orders  was 
unfortunately  allowed,  in  1871,  and  authority  was  given 
to  add  the  following  classes  of  goods  to  those  on  which 
duties  might  be  levied  : — Piece  goods  and  other  textile 
fabrics,  and  metals  and  articles  of  metal,  provided  that 
the  duty  should  not  exceed  1^  per  cent,  ad  valorem. 

With  these  exceptions,  the  orders  of  1868  were 
supposed  to  remain  in  force;  and  for  the  last  ten 
years  the  Government  of  India  has  been  trying,  not 
always  very  zealously,  to  get  them  carried  out.  The 
Government  of  India  is,  in  theory,  supreme ;  but  when 
its  orders  are  regarded  by  local  authorities  and  by  Pro- 
vincial Governments  as  opposed  to  their  interests,  and 
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the  subject  to  which  they  apply  is  one  on  which  the 
Supreme  Government  itself  shows  signs  of  Inkewinii- 
ness  or  divided  counsels,  it  is  not  difficult  to  treat  siidi 
orders  with  so  much  passive  obstruction  and  indiflkrenoe 
that  they  are  very  imperfectly  executed.  So  it  has 
been  with  the  orders  r^arding  octroi  duties.  Matters 
are  imdoubtedly  better  than  they  were,  but  thej  are 
still  far  from  satisfactory. 

In  1879  the  Government  of  Lord  Lytton  came  to  the 
conclusion  that  the  only  way  by  which  a  complele 
remedy  for  existing  evils  could  certainly  be  found  wis 
by  legislation,  placing  on  all  local  authorities  obligmtioDi 
impossible  to  be  disr^arded,  which  would  prevent  them 
duties  operating  as  transit  duties,  or  interfering  with 
the  general  interests  of  trade,  and  which  would  guard 
against  collision  with  imperial  taxation,  or  with  the 
general  principles  of  our  conunercial  policy.  A  BQl 
was  accordingly  introduced  into  the  L^ialative  Oouncil 
by  Sir  John  Strachey  for  these  purposes.  The  Secretary 
of  State,  however,  doubted  the  necessity  of  l^islating 
on  the  subject,  not  because  he  in  any  way  differed 
from  the  conclusions  of  the  Government  of  India,  or 
from  any  want  of  sympathy  with  the  objects  in  view, 
on  the  importance  of  which  he  had  often  strongly  in- 
sisted, but  because  it  seemed  to  him  that  the  Gk)vem- 
ment  of  India  would  be  able,  by  its  executive  authority, 
to  accomplish  everything  that  was  required.  It  may 
be  doubted,  judging  from  former  experience,  whether 
this  expectation  will  be  fulfilled ;  but  it  is  hoped  thai 
the  Government  of  India  will  be  more  in  earnest  and 
more  successful  in  the  future  than  it  has  been  in  the  past. 

Whatever  measures,  legislative  or  executive,  be 
adopted,  the  necessity  for  reform  in  regard  to  this 
matter  is  obvious  and  pressing.     The  following  extrtct 
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from  Sir  John  Strachey's  speech,  on  introducing  his 
Bill  in  1879,  will  show  the  condition  of  things  that  has 
to  be  dealt  with  :  ^ — 

*  I  will  first  refer  to  representations  which  have  been  made 
from  time  to  time  by  the  Bombay  Chamber  of  Commerce,  a 
body  whioh  has  always  taken  a  most  enlightened  view  of  this 
whole  question,  and  which  has  repeatedly  pressed  on  the  Govern- 
ment (I  wish  their  representations  had  had  the  success  they 
deserved)  the  necessity  for  reform. 

*  In  an  address  presented  to  your  Excellency  by  the  Bombay 
Chamber  of  Commerce  in  December,  1876,  the  Chamber  made 
the  following  remarks : — 

* "  In  the  year  1875  the  Chamber  instituted  an  enquiry  into 
the  nature  and  extent  of  the  transit  and  town  duties  levied  by 
municipalities  in  the  interior  of  this  Presidency.  The  results 
of  this  enquiry  induced  the  Chamber  to  urge  upon  His  Excel- 
lency the  Governor  of  Bombay  in  Council  the  expediency  of 
abolishing,  in  all  municipalities  of  the  Presidency,  all  transit 
duties  and  all  town  duties  having  the  character  of  transit  duties, 
and  of  confining  town  duties,  in  accordance  with  the  principles 
of  municipal  taxation  defined  by  the  Government  of  India  in 
its  Resolution  dated  15th  November,  1868,  to  a  few  articles  of 
local  consumption,  such  as  ghee,  firewood,  fruit,  vegetables, 
fowls,  eggs,  and  animals  for  slaughter,  which  did  not  enter  into 
the  general  trade  of  the  coimtry.  The  Chamber,  in  its  repre- 
sentation to  the  Government  of  Bombay,  showed  that  transit 
duties  in  their  native  form  were  levied  in  Kar^hi,  Broach,  and 
Surat ;  that  in  nearly  every  municipality  in  the  mufassil,  the 
town  duties  levied  were  converted  into  transit  duties  by  the 
stringent  and  illiberal  nature  of  the  rules  imder  which  refunds 
were  granted  ;  and  that  the  duties  levied  by  certain  municipal- 
ities on  certain  articles  were  very  high.  In  Kar^hi,  for 
instance,  the  town  duty  on  wheat  was  2^  to  3  per  cent.,  and  on 
wool  1  to  1^  per  cent.,  of  the  value  ;  in  Surat,  the  town  duty 
on  yam  was  about  3  to  3^  per  cent.,  and  on  copper  5  per 
cent.,  in  either  case  about  the  same  as  the  imperial  customs 
duty ;  while  in  Ahmaddbdd  the   town  duty  on  yam  was    no 

'  Speech  in  I..egislative  Council,  November  14,  1879. 
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less  than  6^  per  cent.,  or  nearly  twice  the  impenl 
duty. 

< "  The  town  duty  levied  on  yam  imported  into 
is  particularly  objectionable.  It  is,  we  believe, tjiiite 
to  be  a  prot^ive  duty  in  fiivour  of  the  two  mflls  in  that 
against  other  yam,  whether  of  English  or  of  Indkn  nunwihrv 
ture :  and  constituted  as  the  mu&sml  mnnicipalitiee  of  tUi 
Presidency  are,  it  illustrates  the  necessity  of  the  rtiieteii  yrigh 
lance  on  the  part  of  the  Government  with  respect  to  the  nit 
and  incidence  of  every  tax  imposed  by  these  mmiidpaliticfc 
The  town  duty  levied  on  yam  brought  into  Soist  is  open  to 
similar  objections,  and  we  have  mentioned  a  few  insfwinfis  ii 
which  the  town  duties  in  other  places  are  mactk  too  h^[h.  W% 
earnestly  hope  that  Your  Lordship  wiU  order  an  immediato  le- 
vision  of  all  the  taxes  imposed  by  the  muDieq[mlitiee  of  tUi 
Presidency  to  be  made,  abolishing  all  tnmsit  duties^  and  aD 
town  duties  having  the  character  of  transit  duties,  or  wUck 
have  a  protective  effect,  and  reducing  those  which  are  high,  «r 
press  heavily  on  any  artide.** 

<  Again,  on  the  14th  March,  1878,  the  Bwibay  Chamber  «f 
Commerce  addressed  the  Government.    It  said : — 

* "  It  is,  we  believe,  imiversally  accepted  that  the  great  prin- 
ciples of  an  octroi  duty  are  that  it  should  be  small,  and  that  it 
should  never  be  allowed  to  operate  as  a  transit  duty.  Yet  in 
numerous  instances,  whether  the  articles  have  already  borne 
customs  duty  or  not,  the  taxes  levied,  under  the  name  of  octroi, 
by  district  municipalities,  are  excessive,  while  the  refusal  to 
grant  refunds  when  the  articles  are  re-exjwrted,  or  the  limits- 
tions  or  restrictions  imposed  on  the  granting  of  refunds,  have 
the  effect  of  converting  the  town  duties  paid  into  transit 
duties." 

*  The  Chamber  then  gsive  a  list  of  cases  in  illustration  of  that 
statement,  and  they  added  : — 

*  **  Numerous  other  instances  could  be  furnished,  but  the 
Chamber  has  reason  to  believe  that  in  almost  every  city  and 
town  municipality  throughout  the  Presidency,  excessive  duties 
are  levied,  and  on  articles  on  which  no  municipality  shookl 
have  any  right  to  levy  a  duty.  It  has,  however,  been  spedallj 
brought   to   the   Chamber's   notice   that  at    I^si  very  faeavj 
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taxes  have  been  levied  on  machinery  erected  there,  and  that  at 
Viramgaum  a  duty  of  4  per  cent,  was  levied  on  hoop-iron  sent 
there  for  the  purpose  of  binding  bales  of  cotton,  and  no  refund 
was  allowed.  At  Wadwto  no  duties  appear  to  be  charged  on 
articles  entering  the  town,  but  iron  or  similar  articles  cannot 
come  out  of  it  vrithout  being  taxed  at  the  rate  of  about  10  per 
cent. :  a  duty  of  Rs.  600  would  be  levied  on  the  removal  of  an 
old  cotton  press.  Other  impositions,  and  of  a  similar  character, 
are,  it  has  come  to  the  knowledge  of  the  Chamber,  levied  in 
many  parts  of  the  Presidency." 

*  I  have  quoted  these  passages  only  as  illustrations  of  what  is 
liable  to  occur  at  the  present  time,  and  of  things  that,  at  any 
rate,  were  actually  occurring  only  a  short  time  ago.  I  do  not 
say  that  in  these  particular  instances  the  state  of  things  thus 
described  now  prevails.  The  Government  of  Bombay,  since 
Sir  Richard  Temple  has  been  in  Bombay,  has  been  paying  great 
attention  to  this  subject,  both  in  that  Presidency  and  in  Sindh, 
and  I  believe  that  things  are  much  better  than  they  were.  But 
although,  as  I  say,  I  only  give  these  as  illustrations,  it  is  im- 
possible to  doubt  that  a  more  or  less  similar  state  of  things 
exists  in  many  places  where  octroi  duties  are  levied.  One  of 
the  most  preposterous  illustrations  of  this  system  was  to  be 
found  not  long  ago  at  Karachi.  Kar^hi,  as  we  all  know,  has 
been — and  we  hope  it  will  be  a  great  deal  more  in  the  future — 
one  of  the  chief  ports  for  the  export  to  Europe  of  Indian  pro- 
duce. One  of  the  great  staples  of  the  country,  which  has  its 
outlet  towards  the  sea  at  Kar^hi,  is  wheat,  and  vrith  the  object 
of  rerao\'ing  all  obstacles  to  the  growth  of  this  most  imj^rtant 
trade,  the  duty  on  the  export  of  wheat  was  everywhere  abolished 
by  the  Government  of  India.  Two  years  ago,  it  was  found  by 
the  Government  of  India  that  one  of  the  very  largest  sources  of 
municipal  revenue  at  Karachi  was  an  octroi  duty  (levied  at  the 
railway  station,  and  on  goods  which  never  came  within  muni- 
cipal limits,  but  were  shipped  directly  from  the  station)  at  the 
rate  of  from  2^  to  3  per  cent,  on  all  the  wheat  brought  down 
from  the  Punjab  and  Sindh  for  export  to  Europe.  I  think  no 
terms  can  be  too  strong  in  reprobation  of  such  a  state  of  things. 
It  has  now  happily  ceased ;  a  better  system  has  been  introduced 
in  spite  of  the  strong  protests  of  the  municipality  of  Kar^hf, 
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irhidi  natiurally  liked  very  mooh  having  its  local  wanta  » 

at  the  expense  of  other  pet^le.    This  is,  of  conne,  an  < 

ease,  and  I  do  not  mean  to  say  that  ^ch   ra»cs  are  t 

but,  neTeitlieIe88,itiBanillii8ttati<"rj  of  irliat  ha.^  hc-o:.  k;>'iri^'<t.  ' 

<  Xbw,  if  snch  things  be  allowed,  it  is  really  naoleai  fcr  tiw 
GoTemment  of  India  to  attempt  to  establisli  proper  jaimJylia 
of  commercial  legislation,  and  it  may  save  itself  the  tzoofah  et 
trying  to  refonn  its  costmns  tariff;  for  idwn  we  hare  tafcea  iff 
duties  and  carried  oat  the  principles  <i  tree  tzade,  at  a  aeriow 
loss  perhaps  to  the  imperial  revenoe,  tiadeia  asd  mannfiKtenn 
may  find  that,  after  all,  tliey  are  no  better  off  than  befara^  aid 
that  heavier  burdens  than  those  from  whidi  ihey  have  ben 
relieved  have  been  imposed  or  are  maintained  ij  looat  nmki- 
palities  for  local  piuposes. 

*  We  are  often  told  that  the  great  m«it  oi  »»'»»*i«n  of  Aii 
kind  is  that  it  is  popular;  that  the  pet^de  haT«  long  beta 
fttmilJAT  with  it  J  and  that  it  is  inexpedient  to  force  iiiiiiiiiiifal 
ities  to  substitute  unpopular  taxalion  for  imposts  tiiat  are  aot 
practically  felt  by  the  people.  Now,  up  to  a  certain  point,  Aa 
is  perfectly  tme.  The  Qoverament  of  India  has  no  desire  ta 
embark  in  any  general  crusade  against  octna  duties.  It  hst  | 
not  objected  to  octroi  duties  when  they  are  properly  managed 
Going  back  to  the  principles  laid  down  in  1868  by  the  Govein- 
ment  of  India,  from  which,  in  regard  to  this  matter,  there  hu 
since  been  no  departure,  it  was  said : — 

* "  If  these  principles  be  strictly  acted  Upon,  and  the  duti«) 
be  moderate  in  amount,  the  Governor-General  in  Council  is  of 
opinion  that  there  is  in  many  parts  of  India  nothing  objection- 
able in  this  Byst^m  of  taxation  for  local  purposes.     In  wealtfaj 
communities  like  those  of  Europe,  it  may  be  admitted  that  the 
balance  of  argument  is  in  favour  of  raising  municipal  revi^noM 
by  direct  taxation  only,  and  leaving  the  local  trade  entirelr     { 
free.     Hut  in  so  poor  a  country  as  India,  it  will,  in  the  jud^ 
ment  of  the  Governor-General  in  Council,  be  more  commoolT     l 
the  best  course  to  combine  direct  with  indirect  taxation  ;  lot 
by  this  means  alone  can  a  sufficiently  broad  base  be  secured  fw     I 
raising  a  sufficient  income  without  undue  pressure  on   indi^i-     I 
duals.     So  long  as  octroi  duties  on  grain  and  other  articles  of     \ 
consumption  are  kept  at  a  moderate  rate,  they  do  not  injuriously     i 
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affect  small  retail  transactions  with  which  the  poorer  classes  are 
mainly  concerned.  That  such  duties  are  commonly  £eir  more 
popular  in  India  than  any  direct  taxation  is  a  strong  argument 
in  their  favour,  and  the  prejudice  against  them,  founded  on  the 
common  practice  of  England,  should  not  be  allowed  to  prevent 
their  introduction  under  suitable  limitations  where  there  is 
reason  to  think  that  the  general  feeling  would  be  to  prefer  them 
to  other  forms  of  taxation," 

*  The  Government  of  India  still  holds  this  view.  It  makes 
no  objection  to  octroi  duties  so  long  as  they  are  properly  regu- 
lated, but  it  refuses  to  allow  them  to  become  taxes  on  the 
general  trade  of  the  country.  With  reference  to  the  question 
of  their  popularity,  I  may  add  that  it  often  happens  that  the 
greater  the  popularity  of  those  taxes  the  more  objectionable 
they  are,  for  often  in  practice  this  popularity — as  in  the  case  I 
have  just  given  of  Kar^hi — only  means  that  the  people  of  the 
town  have  managed  to  provide  for  their  own  local  wants  without 
placing  any  burden  on  themselves ;  that  they  have  transferred 
their  own  proper  burdens  to  the  shoulders  of  other  people,  and 
thus  the  popularity  of  the  tax  leads  sometimes  to  its  being 
grossly  abused.' 

The  foregoing  remarks  apply  more  especially  to  oc- 
troi duties  strictly  speaking,  but  it  is  understood  that 
the  system  of  levying  tolls  on  vehicles  and  goods  en- 
tering a  town,  in  return  for  no  services  rendered,  as  a 
source  of  municipal  reveuue,  has  been  carried  in  some 
parts  of  Southern  India  to  an  extent  of  which  the 
Government  of  India  was  not  aware  when  the  Bill 
just  mentioned  was  introduced,  and  to  an  extent  which 
must  certainly  lead  to  the  serious  obstruction  of  trade. 

When  it  was  decided  that  these  evils  were  not  to  be 
remedied  by  legislation,  further  executive  orders  were 
issued  in  the  sense  of  the  proposed  Bill.  The  subject, 
however,  is  one  which,  to  secure  any  effectual  reform, 
demands  not  only  the  future  vigilance  of  the  Govern- 
ment of  India,  but  also  of  those  commercial  interests 
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which  are  being  injured  to  a  &r  greater  extent  thu 
they  now  suspect.  It  may  seem,  at  first  sight,  a  not 
very  serious  hardship  that  English  piece  goods,  for  ex- 
ample, which  have  paid  nothing  to  the  imperial  customs, 
should  pay  a  tax  of  1^  per  cent.  on.  their  value  on 
entering  a  municipality.  Every  one,  however,  who 
knows  anything  of  the  operations  of  trade  will  be  aware 
how  mischievous  a  tax  of  even  this  small  amount  may 
be ;  and  when  octroi  duties  become  transit  duties,  they 
may  be  levied  in  half  a  dozen  places  before  the  goods 
reach  their  destination,  so  that  the  taxes  actually  paid 
from  first  to  last  may  greatly  exceed  the 
amount  which  is  nominally  chargeable. 


4itii)i 


CHAPTER  XVm. 

WEIGHTS   AND   MEASURES. 

BHFORM  OF  WEIGHTS  AKD  MSISTTRBS  HSBDED  Df  IHTEKBBT  OF  TBADB — 
QXTBSTIOH  HAS  LONG  BNGAeSD  ATTENTION  —  ENaXTIBT  IV  1867 — ITS 
RESULTS — CONDITION  OF  WEIGHTS  AND  XEASTJBES  IN  TABIOVS  PBO- 
TINCB8 — ^TOTAL  ABSENCE  OF  UNTFOKMITT  OB  DEFINITE  STANDABDS — 
BEMEDDB  PB0P08ED — ADOPTION  OF  ENGLISH  POUND  AS  T7NIT  OF  WEIGHT 
BEJECTED — BEASONS  FOB  PBEFEBBINO  KILOGBAXXE — ^NEABLT  EQUAL  TO 
OBDINABT  INDIAN  SEEB — CONVENIENCE  FOB  FOBEIGN  TBADE— CONCLU- 
SION ACCEPTED  BT  SECBETABT  OF  STATE — ^ACT  PASSED  IN  1870  TO  ESTA- 
BLISH XETBICAL  STANDABDS — MODIFIED  IN  1871  SO  AS  TO  EXTEND  ONLY 
TO  WEIGHTS  AND  XEASUBES  OF  CAPACITT — ACT  NOT  BBOUGHT  INTO 
OPEBATION  BUT  STILL  IN  FOBCE — SEBIOUS  OBJECTIONS  TO  PBESENT 
ABSENCE  OF  PBOPEB  STANDABDS. 

Among  the  reforms  required  in  the  interests  of  Indian 
trade  there  is  none  more  urgent  than  that  of  the 
weights  and  measures ;  a  reform  which  has  been  talked 
about  for  years,  and  the  real  necessity  of  which  every 
one  admits,  but  which  cannot  get  itself  accompUshed. 
The  powers  of  prejudice,  and  of  those  obstructions 
which  meet  every  change  however  beneficial,  have  in 
this  case  proved  too  strong  to  be  overcome  up  to  the 
present  time.  Although  future  Governments  may  find 
the  subject  as  difficult  to  deal  with  as  their  pre- 
decessors have  done,  and  although  there  seems  little 
probabiUty  of  immediate  action,  it  may  be  useful  to 
give  some  account  of  the  conclusions  which  have  been 
accepted  in  principle,  though  to  no  practical  efiect,  by 
the  Government  of  India. 

9 

For  more  than  forty  years  this  question  of  weights 
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and  measures  has,  fr  to  tdi         sngaged  the 

attention  of  the  Goven  b.  The  need  of  reform  wis 
a  matter  on  which  t  re  1  1,  for  many  years  past, 
been  no  difference  of  opinion.  It  ^as  admitted  on  all 
hands  that  it  would  be  difficult  to  exaggerate  the  in- 
convenience caused  by  t      onfusion  and  diverd^  of 


the  existing  weigh 
worse,  the  fraudulent  p:    2\ 
classes  are  constantly  si 
proper  standards  by  li  i 

retcdl  dealers  can  be  t 
not  until  1867,  when  L     1 1 
was  seriously  taken  up      th 
In  that  year  a  commit 
the  subject,  on  the  e^ 


that  had  been  co 
condition  of  the 
then  was  and  as  it 
Strachey,  who  1 


i  for 


ill 


isures,  or,  what  was  sdB 
s  from  which  the  poofcr 
,  owing  to  the  want  of  all 
!  weights  and  measures  of 
d  r^ulated.  But  it  wu 
r^nce  was  Viceroy ,  that  it 
determination  to  settle  it 
3  was  formed  to  consider 
>m  all  parts  of  the  countrj 
le  purpose.  The  geneaai 
measures  of  India,  as  it 
hus  described  by  Genoal 


been  nominated  President  of  the 
Committee  of  Enquiry : — 

*  The  diversity  among  the  weights  and  measures  used  ia 
various  parts  of  India  is  as  great  as  is  well  possible.  Througb- 
out  India  the  old  standard  of  weight  seems  almost  onivernllj 
to  have  been  the  current  coin  of  the  locality,  and  the  multi- 
plicity of  coinages  has  been,  and  is  still,  accompanied  by  «b 
equal  or  even  greater  multiplicity  of  weights.  Not  only  do  tie 
weights  vary  from  province  to  province,  but  from  town  to  town, 
and  even  within  the  same  town  or  rural  district,  Diffenst 
weights  are  used  in  various  trades  in  the  sale  of  different  cant- 
modities,  and  in  wholesale  and  retail  transactions. 

*  In  Northern  India  the  usual  unit  of  weight  is  the  tob, 
which  is  the  weight  of  the  current  rupee.  The  seer  is  a  girrt 
number  of  tolas,  varying  from  70  to  100.  The  man  (bj  the 
English  commonly  called  maund)  is  usually  40  seers.  Tbe 
ruj)oe  of  the  British  Government  weighs  180  grains  ;  the  §ett 
of  the  British  Government  being  80  tolas  is  equal  to  2 A  Ibi^ 
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avoirdupois,  and  the  Government  mannd  is  82^1b8.  avoirdupois, 
or  lOOlbs.  troy.  IxKjal  seers  and  maunds  vary  on  either  side  of 
21bs.  avoirdupois  and  801bs.  avoirdupois. 

*  In  Southern  India  the  original  imit  of  weight  commonly 
used  was  the  pagoda,  a  coin  no  longer  current.  The  common 
seer  was  80  pagodas,  and  was  equivalent  to  24  current  rupees. 
The  maund  of  Southern  India  usually  contains  40  such  seers, 
and  is  commonly  divided  into  eight  viss,  or  five  seer  weights,  and 
40  pollums.  The  candi,  of  20  maunds,  is  another  weight  in 
ordinary  use.  At  Madras,  the  Government  some  years  back 
endeavoured  to  establish  a  local  system  of  weights,  on  the  basis 
of  the  rupee  weighing  180  grains.  The  seer  was  not  acknow- 
ledged in  this  system,  but  would  be  0*6 171b.  The  viss  was 
3*0861bs.  and  the  maund  24*6861bs.  This  system,  however, 
never  came  into  use.  In  practice  the  commercial  maund  in 
the  town  of  Madras  is  taken  at  251bs.  avoirdupois,  and  the 
viss  and  candi  are  modified  accordingly ;  but  beyond  the  muni- 
cipal limits  other  weights  are  used. 

*  The  weight  in  conmion  use  in  Burma  is  called  viss  also ;  it 
is  3*65  lbs.  and  is  subdivided  into  100  ticals,  each  of  252 
grains. 

*  In  Guzerat  a  seer  of  40  local  rupees  weight,  a  maund  of 
40  such  seers,  and  a  candi  of  20  maunds  are  the  common 
weights.  These  maunds  vary  from  37  to  441bs.,  and  the  seers 
are  about  lib. 

*  At  Bombay  the  old  seer  was  about  10  or  12  oimces  avoir- 
dupois, being  reckoned  equal  to  30  pice  (copper  coins).  The 
maund  being  40  such  seers  is  nearly  281bs.,  at  which  it  is  now 
commonly  reckoned.  This  maund  is  the  usual  one  also  on  the 
Malabar  coast,  south  of  Bombay ;  but  the  seer  is  the  Madras 
one  of  24  rupees  weight,  so  that  the  maund  consists  of  46  to 
48  seers  instead  of  40.  At  Bombay  and  in  the  Deccan  the  sub- 
division of  the  seer  is  into  72  parts,  called  tank.  The  Deccan 
seer  is  commonly  80  local  rupees,  or  about  21b8.  The  maund 
varies  greatly.  In  the  Deccan  the  weights  seem  to  merge 
into  the  Madras  system  on  one  side,  and  into  the  systems  of 
Mdlwa  and  Northern  India  on  the  other.  The  candi,  at 
Bombay  and  the  neighbouring  commercial  centres,  varies  for 
almost  each  separate  article  of  merchandise. 
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<  Measures  of  capacity  are  hardly  known  in  Nortibflm  bdiiL 
In  Bengal  and  Southern  India  they  are  more  beqpeaOj  naed^ 
and,  as  a  role,  are  intended  to  be  equivalent  to  oertam  dotei^ 
minate  weights  of  grain.  In  Burma  grain  is  Qni?«nal^  aold 
by  measure.  There  is,  however,  sneh  great  vaiielj  wmtmg 
measures  bearing  the  same  name  that  it  would  be  qaelew  to 
refer  to  them  in  detail.  No  liquid  meaaures*  are  bdieied  to 
exist  anywhere. 

'The  usual  lineal  measures  are  the  cubit^  or  hftth,  and  Urn 
yard,  or  gaz,  the  latter  being  divided  in  North  &idia  into  IC 
girahs  or  24  tassus.  The  h4th  varies  fiom  14  to  SO  iiidiet,the 
gaz  from  28  to  40  inches.  Thirty-three  inchea  is  the  kngth 
assumed  for  the  gaz  in  fixing  the  official  land  meaaorea  in  the 
North-Westem  Provinces.  The  coss  is  now  aometimea  takaa 
to  be  4,000  gaz,  about  2^  miles,  and  atnnetamea  half  that  dia- 
tance ;  but  5,000  gaz,  equal  to  about  4,500  yaida,  or  8^  mile% 
would  seem  to  have  been  the  old  coss  of  North-Weatem  India. 

'  Measures  of  area  are  conunonly  based  on  the  bith  or  fi% 
but  vary  so  exceedingly  from  one  district  to  another  that  aa 
general  account  can  be  given  of  them.  Freqnently  Urn  d»* 
nomination  of  the  land  measures  is  the  same  as  that  of  the 
grain  measures,  it  being  understood  that  the  quantity  of  grain 
in  a  given  measure  will  sow  the  area  of  land  having  the  ajxtt 
name.  It  is  common  in  Southern  India  to  find  the  land  met« 
sure  of  the  same  name  differ  considemhly,  according  as  the 
crops  are  irrigated  or  unirrigated.  For  all  Government  pur- 
poses the  English  acre  has  now  almost  universally  been  adopted, 
and  the  revenue  records  are,  I  believe,  almost  everywhere  dnwn 
out  on  this  basis,  though  the  local  measurement  is  at  the  same 
time  still  recognised. 

*  The  immediate  conclusion  forced  upon  us,  on  a  review  of 
such  a  condition  of  things,  is,  that  to  establish  uniformitj  it 
would  be  necessary  to  set  aside  what  may  practically  be  said  to 
be  the  whole  of  the  existing  weights  and  measures  of  all  sortA."' 

The  Committee  of  Enquiry  were  not  able  to  agree 
on  the  course  to  be  recommended  to  the  Government, 

^  PtaposaU  relating  to  the  Introduction  of  new  Standards  of  Wmfki  md 
Measure  in  BrUi$h  India  \  by  Colonel  Strachey.    October,  1807. 
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and  alternative  plans  were  proposed  for  remedying  the 
existing  evils  by  establishing  a  uniform  system  of 
weights  and  measures.  The  first  of  these  proposals 
was  based  on  the  assumption  that  it  was  desirable  to 
assimilate  the  Indian  system  to  that  of  England,  and 
the  plan  which  received  most  favour  among  those  who 
held  this  view  was  to  take  the  English  pound  as  the 
new  unit  of  weight.  The  second  proposal  advocated 
the  adoption  of  a  new  unit  which  should  approximate, 
as  closely  as  possible,  to  the  existing  Indian  seer,  the 
most  generally  known  of  all  Indian  weights.  The 
average  weight  of  the  seer  had  been  ascertained  by 
enquiries  all  over  India  to  be  about  2^1bs.  avoirdupois. 
This  being  almost  exactly  the  equivalent  of  the  kilo- 
gramme of  the  metric  system  now  in  force  throughout 
the  whole  of  civilised  Europe,  with  the  exception  of 
England,  it  was  proposed  that  a  seer  of  this  value,  or 
2-2051bs.,  should  be  the  basis  of  the  new  Indian  system. 

Although  in  deciding  between  two  proposals  of 
this  description  reasons  of  a  theoretical  or  scientific 
character  could  not  be  disregarded,  yet  Lord  Lawi-ence 
wisely  insisted  that  it  was  essential  that  our  conclusion 
should  be  based  exclusively  on  a  consideration  of  the 
convenience  of  the  people  of  India,  and  that  we  are 
bound  to  select  a  system  which  shall  be  in  all  respects 
thoroughly  and  permanently  convenient  to  them.* 

The  decision  of  the  Government  was  communicated 
to  the  Secretary  of  State  in  these  terms : — 

*  We  are  of  opinion  that  the  adoption  of  the  English  system 
of  weights  is  not  advisable.  Neither  the  English  pound,  nor 
any  multiple  of  it,  can  be  a  convenient  unit  of  weight  for  India. 
It  has  been  almost  imiversally  admitted  that  the  new  unit  should 

'  Despatch  from  the  GoTenunent  of  India  to  tlie  Secretary  of  State, 
dated  November  6, 1868. 
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approxiinate  to  the  existing  Indian  aeer,  the  avenge  iie%ht  «f 
which  is  about  2^1bs.  To  reduce  the  seer  to  Slba.  woold  ba 
extremely  unpopular  and  objectionahle*  On  the  other  hand, 
the  kilogramme  of  the  metric  system,  which  weigfaa  ShMSbai, 
at  once  provides  a  seer,  which  would  certainly  be  as  aoeeptaMs 
to  the  people  as  any  that  could  be  chosen.  Farther,  we 
sider  that  on  account  of  its  simplicity  and  its 
form,  the  metric  system  of  weight,  in  its  integrity,  will  be 
convenient  for  In^  than  any  other.  While  it  will  be  perfeed^ 
suitable  for  the  internal  wants  of  India,  it  will  be  in  hamoey 
with  the  system  which  has  been  already  adopted  in  the  gieatv 
part  of  the  civilised  world,  and  which  may  ultimately  be  adopted 
by  England  herself.  In  any  case  it  will  be  more  convenient  fa 
commercial  transactions  between  England  and  India  than  ai^ 
other  system  not  really  commensurable  with  that  of  Kngfawi,* 

The  following  is  a  summary  of  the  reaeons  whidi  led 
Lord  Lawrence's  Government  to  these  condoeiona. 

The  only  system  of  weights  recognised  bj  Ae 
Government,  but  nev^  generally  introduced  for  trade 
purposes,  was  created  by  Begulation  VII.  of  18SS,  a  lav 
which  in  fact  served  only  as  a  basis  for  the  currency. 
It  adopted  as  the  standard  unit,  the  tola,  equal  in 
weight  to  the  rupee,  or  180  grains ;  the  seer  was 
declared  to  consist  of  eighty  tolas,  and  the  maund  of 
forty  seers.  Thus  the  seer  was  commensurable  only 
with  the  troy  pound,  and  was  equal  to  2^1bs.  avoir- 
dupois, and  the  maund  was  equal  to  82f  lbs.  avoirdupois 
or  lOOlbs.  troy. 

Although  these  weights,  being  the  only  ones  recog- 
nised or  defined  by  any  Indian  law,  were  to  some  extent 
introduced  in  Government  transactions,  and  adopted  in 
towns  containing  a  large  English  community,  no  serious 
attempt  was  ever  made  to  bring  the  system  into  use  in 
the  country  at  large,  and  it  has  never  been  generallj 
known  or  used.  The  seer  of  80  tolas  waa  incoD- 
veniently  less  than  the  weights  of  that  name  in  uae  in 
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the  country  at  large,  and  there  can  be  no  doubt  that 
this  insufficient  weight  of  the  Government  seer  is  one 
of  the  main  reasons  which  have  made  it  disUked  by  the 
people,  and  which  have  prevented  it  from  being  more 
commonly  adopted.^  The  system,  which  from  an  Indian 
point  of  view  had  little  to  recommend  it,  was,  as 
General  Strachey  wrote  in  1867,  in  its  relation  to 
EngUsh  commerce  inconvenient  in  the  extreme.  It  is 
founded  on  troy  weights,  which  are  only  used  for  the 
sale  of  drugs  in  retail,  and  of  gold  and  silver,  and  it 
has  no  exact  equivalent  in  avoirdupois  weight,  which 
is  exclusively  used  in  commercial  transactions.  For 
these  reasons  the  universal  adoption  of  this  system  did 
not  seem  desirable. 

No  reasonable  person  would  propose  to  adopt  in 
India  the  EngUsh  system  in  its  integrity.  Every  one, 
even  in  England  itself,  has  always  admitted  that  the 
English  system  of  weights  and  measures  is,  in  itself, 
most  complicated  and  inconvenient,  and  that  the  only 
reasons  that  can  be  given  for  maintaining  it  are  that 
the  unit  (the  pound)  has  been  clearly  defined,  that 
the  system  has  existed  for  centuries,  and  that  the 
people  of  England  have  become  accustomed  to  it.  Any 
proposition  to  impose  such  a  system  on  India  would 
deserve  no  discussion. 

A  proposal  which  met  with  much  favour,  however, 

'  In  the  debate  on  this  subject  in  the  Legislative  Council  on  September  6, 
1871,  the  Lieutenant-Governor  of  Bengal,  Sir  George  Campbell,  said,  with 
regard  to  the  impropriety  of  calculating  the  seer  at  21b6.  avoirdupois, 
that '  he  remembered  in  Lucknow  serious  discontent  being  caused  by  the 
introduction  of  a  seer  which  weighed  only  21b6.  The  local  seer  weighed  a 
fraction  over  that  amount.  The  dealers  took  advantage  of  the  fiict  of  a  new 
seer  being  introduced,  and  charged  the  same  price  for  the  new  seer  as  they 
had  for  the  old,  and  so  got  the  advantage  of  the  difference  between  the  two 
seers.  Every  purchaser  accordingly  found  himself  mulcted  to  •  oorre- 
eponding  amount,  and  serious  dissatisfaction  resulted.' 
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was  the  adoption  of  the  English  ponnd  as  tiie  nefw  mat 
of  weight,  without  the  rest  of  the  English  i^Bteiii.  Two 
pounds  avoirdupois  would  then  make  a  seer. 

The  objections  to  this  plan  were  oonsidered  bj 
Lord  Lawrence's  Gk>yemment  to  be  decisive.  For,  in 
the  first  place»  the  pound,  although  nominally  the  unit 
of  English  weight,  is  not  conveniently  ccmiinensiiiabk 
with  the  ordinary  weights  used  in  wholesale  dealii^ 
with  which  alone  external  commerce  is  concemed.  We 
cannot  assimilate  the  Indian  weights  to  the  ton  and  the 
hundredweight,  the  commerdal  weights  of  England,  bj 
any  scheme  which  takes  the  English  pound  as  its  unit 
To  establish  in  India  a  system  in  harmony  with  the 
system  of  weights  in  use  in  commercial  fcransactioiis 
between  the  two  countries,  we  must  take  the  ton  and 
not  the  pound  for  our  starting  point.  Further,  the 
adoption  of  the  pound  as  the  unit  of  wdght  would  be 
inconvenient  to  the  people  of  India  in  their  intenul 
transactions,  the  seer  of  21bs.  being  much  smaller 
than  the  seer  in  common  use.  It  cannot  be  said  that 
the  general  belief  of  purchasers,  that  loss  is  entailed 
upon  them  by  a  diminution  in  the  standard  of  weight, 
is  merely  fanciful.  That  belief  is  really  an  expression 
of  the  fact  that  prices  often  depend  not  only  upon  com- 
petition but  on  custom. 

By  adopting  for  the  new  unit  a  seer  equal  to  the 
kilogramme,  or  2-2051bs.,  a  weight  was  obtained  which 
differed  Uttle  from  the  thousandth  part  of  a  ton,  and 
the  fiftieth  part  of  the  hundredweight,  while  it  approxi- 
mated well  with  the  average  Indian  seer. 

These  views  were  otherwise  supported  in  a  minute  * 


^  This  quotation  is  taken  from  a  minute  dated  Auguat  4,  11^68, 
which  Sir  Henry  Maine  expreoed  hia  concurrence  '  on  all  pointa ;  *  aod  th» 
ooDcluaions  stated  in  it,  so  far  as  they  referred  to  weightu,  we>«  9tiMtj 
accepted  by  Lord  Lawrence. 
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written  by  Sir  John  Strachey,  from  which  the  following 
extracts  are  taken  : — 

*  There  can  be  httle  doubt  that,  in  the  interests  of  the 
people  of  India,  the  best  unit  of  weight  to  adopt  would  be  a 
seer  weighing  about  2  Jibs,  avoirdupois.  Such  a  seer  would  be 
almost  identical  with  the  kilogramme  of  the  metric  system, 
which  weighs  2*2051bs.  All  the  advantages  therefore  which 
may  be  claimed  for  a  seer  weighing  2*241bs.,  or  the  thousandth 
part  of  an  English  ton,  as  the  unit  of  retail  trade  in  India, 
belong  equally  to  the  kilogramme.  The  diiSerence  between  the 
two  is  little  more  than  half  an  ounce,  or  1^  per  cent.,  a  quan- 
tity that,  with  ordinary  scales  and  weights,  and  in  the  ordinary 
transactions  of  life,  is  hardly  appreciable.  So  &r  as  the  unit  of 
weight  is  concerned,  it  may  be  confidently  aflSrmed  that^  for  the 
purposes  of  retail  trade,  no  value  more  generally  convenient  to 
the  people  of  India,  or  more  popular,  could  be  given  to  the  seer 
than  the  value  of  the  kilogramme. 

^  It  remains  to  consider  the  interests  of  the  wholesale  and 
external  trade  of  India. 

*  If  we  were  to  look  only  to  the  present,  we  should  come  to 
the  conclusion  that  the  most  convenient  plan  would  be  to  take 
the  English  ton  as  the  basis  of  our  system,  in  the  manner 
already  suggested.  But  we  must  not  look  only  to  the  present. 
In  the  interest  of  the  people  of  this  country  it  would,  as 
Colonel  Strachey  has  urged  very  forcibly,  be  altogether  unjusti- 
fiable to  make  any  organic  change  in  the  weights  of  India, 
unless  we  are  satisfied  that  it  will  be  virtually  final,  and  that 
there  is  no  probability  that  further  organic  changes  will  be 
required  hereafter. 

*  It  therefore  becomes  necessary  to  take  into  consideration 
the  probabihties  of  England  abandoning  its  existing  weights, 
and  ultimately  adopting  the  metric  system. 

*  Every  country  in  civilised  Europe  has  to  a  greater  or  less 
extent  gone  through  the  same  process  which  we  seem  to  be  now 
going  through  in  England.  The  first  feeling  which  has  every- 
where prevailed  has  been  one  of  absolute  and  universal  hostility 
to  the  introduction  of  any  new  system  of  weights  and  measures 
having  its  origin  in  a  foreign  country,  however  inconvenient  the 
existing  system  may  be.     The  next  step  has  been  that  men  of 
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Bciepce  have  oome  generally  to  the  oondiigion  thst  the 
system  ought  to  be  adopted.  Then,  after,  for  the  most  pert,  a 
long  interval,  the  leading  men  of  the  commeieial  nlawiet  heit 
said  the  same.  Opinions  in  fieiyonr  of  the  change  heve  gone  <s 
gradually  but  constantly  spreading,  until  at  last  theduunge  bei 
been,  with  more  or  less  completeness,  actually  made.  En^ni 
will  apparently  be,  before  long,  the  only  country  in  the  eiriliied 
world  which  will  not  have  assimilated  its  weighta  and  iiu'eimw 
to  those  of  the  metric  system.  It  is  shown  by  theee  pqpoi 
that  this  system  has  been  adopted  in  its  integritj  by  FkvMV 
Belgium,  Holland,  Italy,  the  Papal  States,  Spain,  Porti^gd, 
Gr^ce,  Brazil,  and  the  South  American  Bepublica ;  and  thil 
Austria,  the  Southern  States  of  Germany,  Switaeriandy  Sweda^ 
Norway,  and  Denmark  have  adoptedit  in  part.  Even  doriiig  the 
last  few  months,  progress  in  the  same  direction  haa  been  gciag 
on.  We  have  lately  learned  that  Prussia  and  the  whole  of  tka 
States  of  the  North  German  Ckmfederation  haTe,  by  akv 
passed  by  their  parliament,  adopted  the  metric  system  wilhoit 
modification,  and  that  it  will  be  brought  into  compolaoty  mt 
fiom  the  commencement  of  the  year  1872,  and  opttooalty  fim 
1870.  Considering  the  dislike  which  at  the  present  tiine  pre- 
vails throughout  Germany  towards  everything  that  is  French, 
there  can  be  no  more  remarkable  instance  than  this  of  the 
irresistible  progress  of  the  conviction  that  the  metric  system  i* 
the  only  system  suitable  to  the  wants  of  a  civilised  nation.  .  .  . 
When  we  see  what  is  going  on  in  all  parts  of  the  civilised  world 
towards  bringing  about  conformity  of  weights  and  measures  tad 
coinage;  when  we  see  how  much  progress  has  actually  been 
made ;  and  when  we  consider  the  unanimity  of  men  of  science 
upon  this  subject  in  all  countries  (for,  in  spite  of  a  few  great 
English  names  that  may  be  quoted  in  support  of  other  c^inioos, 
this  unanimity  really  prevails),  it  seems  impossible  to  believe 
that  England,  whose  system  of  weights  and  measures  is  pro- 
bably as  inconvenient  as  any  existing  in  the  world,  will  renuin 
permanently  content  to  leave  matters  as  they  are.  ,  .  .  The 
metrical  system  has  the  great  practical  advantage  of  being  based 
on  proper  scientific  principles,  of  being  the  only  such  system 
actually  in  use,  and  of  being  in  operation,  at  least  partially,  over 
the  most  advanced  part  of  Continental  Europe.     Theae  advaa- 
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tages  are  such  as  to  satisfy  me  that  it  will  never  have  any  real 
competitor  when  the  day  for  change  has  come.  The  true  im- 
ix)rtance  of  international  uniformity  in  these  things  is  at  last 
beginning  to  be  properly  estimated,  and  the  movement  which 
has  commenced  in  its  favour  cannot  cease  until  it  has  been  suc- 
cessful. ...  If  the  ultimate  adoption  by  England  of  the  metric 
system  is  inevitable,  it  would  be  altogether  wrong  to  force 
India  to  adopt  the  existing  English  system.  Even  if  my  anti- 
cipations be  thought  too  strong,  and  the  probabilities  of  the 
introduction  into  England  of  the  metrical  system  be  really  bi 
more  remote  than  I  suppose,  it  can  hardly  be  said  that  they 
are  so  remote  that  it  would  be  reasonable  to  leave  them  out  of 
consideration.  It  would  be  better  to  do  nothing  at  all,  and  to 
let  the  weights  and  measures  of  India  remain  in  their  present 
state  of  confusion,  than  to  run  the  risk  of  having,  at  some  future 
time,  to  go  through  the  process  of  altering  them  again. 

*  If  we  take  the  kilogranune  for  our  unit  of  weight,  we  may 
be  satisfied  that  we  are  laying  the  foundation  of  a  system  which 
will  be  perfectly  convenient  for  the  internal  wants  of  India ; 
which  will  be  in  harmony  with  that  of  the  greater  part  of  the 
civilised  world ;  which  will  probably  be  eventually  adopted  by 
England  herself ;  and  which  in  any  case  will  be  more  conve- 
nient for  the  transactions  between  England  and  India  than  any 
other  system  can  be  which  is  not  really  commensurable  with 
that  of  England.  A  very  large  and  increasing  part  of  English 
commerce  is  with  nations  using  the  metric  weights,  and  this 
system  is  therefore  necessarily  familiar  to  all  English  merchants. 
To  extend  it  to  the  Indian  trade  would  be  attended  with  less 
annoyance  than  to  introduce  any  altogether  new  system.  .  •  . 

'  The  question  may  perhaps  be  raised  whether  it  would  not 
be  better  to  defer  any  action  until  all  doubt  has  been  removed 
as  to  the  course  that  England  will  pursue.  Now  the  adoption, 
in  India  of  the  existing  English  system  being  out  of  the  ques- 
tion, the  practical  issue  thus  raised  is  the  following : — 

*  First,  whether  India  should  at  once  take  as  the  basis  of  her 
weights  the  metric  system,  which  she  might  do  with  complete 
internal  convenience ;  with  a  reasonable  expectation  that 
England  herself  will  before  long  adopt  it  also ;  and  with  the 
knowledge  that  its  introduction  into  India  will  in  no  way  cause 
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inoonvenienee  in  oommeroial  tzaasaotioiifi  with  EofflmaA 
than  that  wliich  ensta  already ;  or — 

*  Secondly,  whether  all  refonn  ahoiild  be  deb^ed 
indefinite  period,  with  a  view  to  India  ahaping  its 
confonnity  with  that  which  England  may  nltmuitaiy 
The  uigenc^  for  the  removal  of  the  evils  of  the  present  elate  «f 
things  in  India— ^vils  nniversaUy  acknowledged  to  be  nal  mA 
serious — ^has  to  be  balanced  against  the  possible  inuimwuhie 
that  may  be  caused  by  a  fotnre  difference  in  the  syalefli  ef 
weights  in  India  and  in  England,  lliis  diffofenee 
certainly  never  be  greater  tiban  that  which  has  always 
and  which  now  exists,  and  in  all  probability  it  ni%lit  hebn 
long  entirely  cease. 

*  The  conclusion  is  easy  that  delay  should  not  be  penaittsd 
for  such  a  reason.  It  is  certain  that  the  longer  we  dday  a 
laying  the  foundation  of  a  uniform  flystem,  the  greater  wiD 
be  the  difficulties  with  which  we  shall  have  to  deaL  The  etfli 
which  result  fixnn  the  present  state  of  tlungs  must  nminsMiHj 
be  felt  more  and  more  with  the  improvement  of  the  mfiem  ef 
communication,  and  with  the  progress  of  the  ooontiy  ia 
education,  and  civilisation.  It  is  easier  to  make  the 
ment  of  a  change  now  than  it  will  be  hereafter,  when  finesh  in- 
terests have  grown  up,  and  when  the  power  and  inclinatioii  to 
create  opposition  to  the  introduction  of  any  new  system  wiD 
have  become  far  stronger  than  they  now  are.' 

For  these  reasons  Lord  Lawrence's  Government 
reported  its  conclusion  to  the  Secretary  of  State  that 
*  the  new  unit  of  weight  should  be  a  seer  equal  to  the 
kilogramme,  or  2-2051bs.  avoirdupois.'  ^  The  conclu- 
sion was  approved  by  the  Duke  of  Argyll,  who  was  th«i 
Secretary  of  State,  and  in  1870  an  Act  was  passed  to 
give  it  the  force  of  law.  Lord  Mayo  was  then  Viceroy, 
and  the  Legislative  Council  had  the  advantage  of  the  pre- 
sence of  commercial  members  of  much  eminence.  The 
measure  received  the  warm  approval  of  Lord  Mayo,  and 
it  was  passed  by  the  Council  without  a  dissentient  voice. 

*  Detpatch  to  Seeratarj  of  State,  dated  NoTember  0,  1808, 
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It  had  been  agreed  by  the  Government  of  Lord 
Lawrence  and  by  the  Secretary  of  State  that  it  was 
expedient,  in  the  first  instance,  to  deal  with  weights 
only,  and  not  with  measures  of  length,  the  latter  being 
a  subject  of  less  urgency.  It  was,  however,  thought 
desirable  by  Lord  Mayo's  Government,  partly  for  tech- 
nical reasons,  to  take  the  opportunity  of  also  defining 
in  the  new  law  the  standard  of  length,  on  which,  under 
the  metrical  system,  the  unit  of  weight  depends.  The 
metre  was  declared  to  be  the  oflScial  unit  of  length, 
because  it  was  apparent  that  the  unit  of  weight  being 
that  of  the  metric  system,  the  unit  of  length  must  almost 
of  necessity  follow  the  same  system.  The  Secretary  of 
State,  however,  thought  that  the  original  conclusion 
was  the  better ;  that  no  reference  to  measures  of  length 
should  be  made  in  the  Act ;  and  he  thought  also  that 
certain  sections  containing  compulsory  powers  in  regard 
to  weights  went  further  than  was  desirable.  A  new 
Bill  was,  therefore,  introduced  by  Sir  James  Stephen, 
containing  the  modifications  which  the  Secretary  of 
State  desired,  and  it  became  law  as  *  the  Indian  Weights 
and  Measures  of  Capacity  Act,  1871.' 

The  Regulation  of  1833  having  been  repealed  as 
obsolete,  the  Act  of  1871  is  the  only  law  on  the  subject 
actually  in  force  in  British  India.  Its  principal  pro- 
visions are  as  follows.  It  declares  that  *  it  is  expedient 
to  provide  for  the  ultimate  adoption  of  a  uniform 
system  of  weights  and  measures  of  capacity  throughout 
British  India ; '  that  the  primary  standard  of  weight 
shall  be  a  seer,  equal  to  the  French  kilogramme ;  that 
the  unit  of  weight  shall  be  the  seer,  and  the  unit  of 
measures  of  capacity  a  measure  containing  one  seer  of 
water  ;  that  other  weights  and  measures  of  capacity 
may  be  authorised  by  the  Governor-General  in  Council, 
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subject  to  the  condition  that  they  must  be  intend 
multiples  or  sub-divisions  of  the  prescribed  units ;  that 
proper  standards  and  sets  of  weights  and  measures  of 
capacity  are  to  be  provided  for  use  in  the  various  dis- 
tricts. The  Act  then  declares,  with  various  provisions 
which  need  not  be  quoted,  regarding  the  appointment 
of  warders,  the  verification  of  local  standards,  and 
other  matters,  that  whenever  the  Governor-General  in 
Council  considers  that  proper  weights  and  measures  of 
capacity  have  been  made  available,  he  may  order  that, 
after  a  fixed  date,  all  or  any  of  such  weights  and 
measures  shall  be  used  in  dealings  and  contracts  by 
any  Government  oflSce,  or  municipality,  or  railway 
company. 

This  last  provision  defines  the  only  power  given  to 
the  Government  for  carrying  the  new  law  into  effect. 
It  was  from  the  first  decided  by  Lord  Lawrence,  and 
the  decision  was  never  altered,  that   the  new  system 
ought  not,  in  regard  to  private  trade  and  dealin<Ts,  to 
be  forced  upon  any  class  of  the  public,  until  that  class 
was  prepared  to  receive  it  witli  approval.     Wliatever 
new  system  might  be  adopted,  tliis  would  be  equally 
expedient.     It  is  visionary  to  suppose  that  even  if  the 
Government  were  inclined  to  do  anything  so  foolish,  it 
could  force  upon  the  people  of  India,  within  any  definite 
period,  the  adoption  of  any  new  system  of  weights  and 
measures.     The  views  of  Lord  Lawrence's  Government 
in  regard  to  the  steps  to  be  actually  taken  were  ex- 
plained as  folloAvs  in  the  minute  already  quoted  : 

'All  who  have  studied  the  subject  have  agreed  that  the 
[)ro])er  way  of  beginning  the  introduction  of  any  new  system 
would  be  to  adopt  it  in  all  Government  and  municipal  dejjart- 
ments,  and  on  the  railways.  When  we  consider  the  manner  in 
which  India  is  being  covered  with  a  network  of  railways  and 


BUT  EFFECT  NOT  GIVEN  TO   IT.  S53 

canals,  which  will  carry  an  enormous  proportion  of  the  trade  of 
the  country ;  and  when  we  remember  the  magnitude  of  the 
operation  of  the  Government  in  the  Public  Works,  the  Commis- 
sariat, the  Post  Office,  the  Customs,  and  in  other  departments, 
it  is  reasonable  to  anticipate  that,  in  a  not  very  distant  future, 
the  country  would  have  become  so  far  accustomed  to  the  new 
units,  that  the  measures  necessary  for  their  general  introduction 
could  no  longer  be  properly  called  compulsory.  I  believe  that 
it  may  be  confidently  said  that  not  many  years  would  elapse 
before  this  would  be  true  at  least  of  the  wholesale  traders  in  all 
of  the  richest  parts  of  India,  and  that  they  would  gradually,  for 
their  own  convenience,  adopt  the  new  system  almost  without 
pressure  on  the  part  of  Government.  When  the  wholesale 
traders  had  become  accustomed  to  the  change,  its  gradual 
introduction  into  the  operations  of  retail  trade  would  be  at- 
tended with  comparatively  little  difficulty.' 

In  pursuance  of  this  plan  of  proceeding,  Lord  Mayo 
opened  communications  on  behalf  of  the  Government 
with  the  principal  railway  companies.  The  East  Indian 
and  some  other  companies  had  gone  so  far  as  to  alter 
their  weighing  machines  to  make  them  suitable  to  the 
new  system,  and  Lord  Mayo  confidently  expected  to  see 
the  first  steps  towards  this  reform,  in  which  he  had 
taken  a  great  interest,  successfully  carried  out.  After 
his  death  a  stop  was  put  to  further  proceedings,  and 
although  from  time  to  time  attempts  have  been  made 
to  renew  them,  they  have  always,  through  various 
causes,  come  to  nothing,  and  matters  remain  in  the 
same  unsatisfactory  condition  in  which  they  were 
found  by  Lord  Lawrence  fifteen  years  ago.  We  must 
be  satisfied,  for  the  present,  with  the  knowledge  that 
it  is  something  even  to  have  failed  in  the  accomplish- 
ment of  a  wise  undertaking,  when  the  failure  may 
help  to  prepare  the  way  for  success  hereafter. 

It  need  only  be  said  further  that  the  existing  absence 
of  all  recognised  legal  standards  of  weights  and  measures 
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in  India  is  not  merely  extremely  inconvenient  and  ob- 
jectionable for  trade  purposes,  and  conducive  to  frau- 
dulent transactions  among  an  ignorant  population,  but 
also  is  most  mischievous  in  relation  to  the  collection 
of  trustworthy  statistics  of  any  kind.     It  is  to  be  hoped 
that  a  more  intelligent  view  of  this  really  important 
subject  may  before  long  prevail,  and  lead  to  the  adop- 
tion in   practice   of  the   system   which,    having   been 
authorised  by  the  law,  only  requires  the  action  of  the 
Government  in  the  manner  that  has  been  indicated  to 
bring  it  into  early  general  use.     It  may  confidently  be 
asserted  that  the  acceptance  of  a  sound  and  uniform 
system  of  commercial  weights  and  measures  would  be 
hardly  less  important  and  valuable  to  India  than  was 
the   adoption  of  a  uniform  system  of  currency.     The 
pubhc  inconvenience  and  injury  caused  by  the  neglect 
of  this  matter  have  gone  on  far  too  long,  and  must 
continue  to  increase  as  the  country  becomes  richer  and 
trade  more  active. 
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POSSIBLE  SOUBCES  OP  NEW  TAXATION. 

PBODUCTIYB  TAXB8  IS  I2n)IA  FEW — JTSW  BOUBGBB  OF  RKVJKMUE  MAT  BB 
FOTnn>— BATES  ON  LAND — IN  BENOAL — THE  PEBXANENT  BErTLBMENT — 
m  SBBIOirB  EYILB — RATES  ON  LAND  IN  OTHEB  PBOYINGEB — lEGOlCE  TAX 
— BJGIBTBATION — EXTENSION  OF  PBE8ENT  BTBTEK  DB8IBABLB — BT7CCBB8ION 
TAX — DIFFICULTIES  IN  WAT  OF  ITS  ADOPTION — TOBACCO  TAX — OBJECTIONS 
TO  IT — STJOAB  DUTY— MOBB  PRACTICABLE — HOUSE  TAX — NOT  BBCOX- 
MENDED — ON  MARRIAGES — RAILWAT  TRAFFIC — 0IHBB8 — CONCLUSIONS — 
NOTE  ON  DARBHANOA  ESTATE. 

There  seems,  as  already  explained,  no  present  cause 
for  anticipating  that  it  will  become  necessary  to  impose 
upon  the  country  any  new  or  onerous  taxation.  On 
the  contrary,  there  is  every  reason  for  beheving  that  we 
shall  continue  to  see  a  steady  improvement  in  the  finances, 
and  a  diminution  of  the  pubUc  burdens ;  provided  always 
that  we  continue  to  improve  the  administration  of  the 
existing  sources  of  revenue ;  that  we  spare  no  efibrts 
in  developing  the  immense  natural  resources  of  the 
country ;  and  refuse  to  listen,  both  to  those  who  tell  us 
that  India  cannot  afford  to  provide  herself  with  rail- 
ways and  canals,  and  the  other  machinery  without 
which  it  is  impossible  she  should  be  really  prosperous, 
and  to  those  who,  under  the  name  of  promoting  indepen- 
dent enterprise,  desire  to  divert  to  foreign  capitalists 
the  profits  of  such  undertakings,  which  should  become 
one  of  the  most  important  sources  of  the  national  wealth. 
It  may  nevertheless  be  useful,  independently  of  any 
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questions  of  present  or  future  financial  necessity,  to 
place  on  record  some  account  of  the  schemes  by  which 
it  has,  at  various  times,  been  suggested  that  the 
revenues  might  be  improved  by  fresh  taxation,  for  it  is 
an  obvious  defect  of  the  Indian  financial  system  thit 
tlie  productive  sources  of  taxation  are  so  few.  .  This 
defect  is  one  of  the  inevitable  consequences  of  the 
monotonous  and  primitive  conditions  of  Indian  social 
life  and  industry,  and  of  the  comparative  poverty  of 
the  people,  but  it  is,  at  the  same  time,  an  element  of 
financial  weakness  which  it  is  wise  to  bear  in  mind 
and,  from  time  to  time,  to  remedy,  so  far  as  this  i? 
possible  without  falling  into  the  far  worse  evil  of 
worrying  and  alarming  the  people  with  new  and  un- 
necessary imposts. 

But  although  new  forms  of  taxation  may  be  difficult 
to  devise,  it  would  be  a  great  error  to  suppose  that 
the  Hmits  of  possible  taxation  have  been  nearly  reached 
in  India.     The  country  is,  beyond  a  doubt,  one   of  tin 
most  liglitly  taxed  in  tlie  world,  and  there   i.^   not  on> 
no  foundation   f(M'   tlie  assertion   that   taxation   ha>  -i' 
late  years  been  increasincr,  but,  on  the  contrary,  it  hx"    ^ 
positively  been  reduced.     It  may  be  added,  that  wheth^.: 
we  look  to  the  incidence   of  the   land    revenue,  or  i-     , 
the    total    burdens    imposed    on    the   peoj)le,    there  :.•    \ 
certainly  no  considerable   native   state  in    India   wlun    i 
tlie  taxation  is  so  li;ilit  as   it   is    in  our  own  territorie>.    . 
and    this   relative   advantage   must   in    most    phici»s  !» 
much  increased  by  the  greatly  improved  means  of  ci.m- 
munication,  and  the  greater  freedom  and  i^xpansion    :    ' 
trade  in  tlie  British  i)rovinces.  , 

It    would    undoubtedly    be    po.ssihlc,    tliertffore,   i 
incr(»ase  largely  the  income  of  the  State  without   M*n«'-»' 
injury    to   the    industry  of  the    country,  and    willH»u; 
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political  danger,  in  the  event  of  any  great  financial 
emergency ;  such,  for  instance,  as  might  conceivably, 
though  most  improbably,  arise  if  we  were  suddenly  to 
lose  the  greater  part  of  our  opium  revenue,  or  if  the 
diflSculties  caused  by  the  fall  in  the  value  of  silver  in 
relation  to  gold  should  attain  very  alarming  dimensions. 

Rates  on  Land. — Among  possible  sources  of  additional 
revenue  the  first  to  be  considered  is  the  Land ;  and 
if  circumstances  should  arise  in  which  the  application  of 
heroic  remedies  became  not  only  justifiable  but  neces- 
sary, there  can  be  little  doubt,  if  regard  be  had  to  the 
true  interests  and  reasonable  wishes  of  India  herself,  that 
one  source  from  which  those  remedies  would,  in  part 
at  least,  be  drawn  is  the  land  of  Bengal. 

Nearly  ninety  years  ago  Lord  Comwallis  carried  out 
the  permanent  settlement  of  Bengal. 

It  is  not  overstating  the  facts  to  say  that,  in  conse- 
quence of  this  settlement,  which  has  been  well  described 
as  '  one  of  the  most  unfortunate  but  best-intentioned 
plans  that  ever  ruined  a  country,'  ^  at  least  3,000,000/. 
of  revenue  is  lost  every  year  with  no  compensating  ad- 
vantage. 

According  to  the  oflScial  returns  the  total  rental  of 
Bengal  at  the  present  time  is  more  than  13,000,000/., 
and  it  is  certain  that  the  actual  rental  exceeds  rather 
than  falls  short  of  this  sum.  K  land  revenue  were  paid 
at  the  rate  prevailing  in  those  provinces  of  Northern 
India  where  the  assessment  is  universally  admitted  to 
be  light,  the  amount  yielded  by  it  in  Bengal  would  be 
at  least  6,500,000/.,  while  a  settlement  made  on  the 
system  followed  in  the  most  prosperous  parta  of  the 
Bombay  presidency  would  yield  a  very  much  larger 
amount.     The  actual  land   revenue   of  Bengal  being 

*  2siebubr,  quoted  by  Mr,  O^Kinealy. 
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only  3,700,000/.,  it  is  a  moderate  computation,  and 
one  really  much  below  the  mark,  to  say  that  we  are 
now  losing  3,000,000/.  a  year  from  this  cause. 

The  time  will  inevitably  come  when  the  intelligent 
portion  of  the  community  in  the  rest  of  India  will  ap- 
preciate the  fact  that,  in  consequence  of  an  arrangement 
ignorantly  made  nearly  a  century  ago,  the  richest  class 
in  the  richest  province  of  the  Empire  bears  far  less 
than  its  just  share  of  the  public  burdens;  that  the  other 
provinces,  all  of  them  comparatively  poor  in  natund 
resources,  are  therefore  paying  several  millions  a  year 
of  taxation  from  which  they  would  otherwise  be  exempt, 
and  that,  what  they  lose  from  this  arrangement,  the 
people  of  Bengal  do  not  gain.  When  this  is  understoiid 
and  admitted,  except  by  the  zemindars,  in  Bengal  itself, 
the  application  of  the  needful  remedies  will  be  an  easier 
matter  than  it  seems  now. 

It  must  not  be  supposed,  from  what  has  thus  been 
said,  tliat  it  is  desired  in  any  way  to  deny  or  undervalut 
tlie  moral  oblijration  wliich  rests  upon  us,  of  resj>ecliiii' 
tlie  ple(l<res  ^iven  by  Lord  Cornwallis,  at  the  pennant-i.: 
settlement,  to  the  zemindars  of  Benjial.  As  Sir  Jain« 
Stephen  has  said  in  one  of  his  admirable  sj)eeche5J  : — 

'  Those  to  whom  we  succeed,  and  wliose  policv  laio 
the  foundations  of  the  power  which  we  possess,  dehU-r- 
ately  ^^ave  to  a  large  and  influential  class  of  the  jMjpula- 
tioii,  over  which  we  exercise  that  ])ower,  a  pkn^lire  *  l 
the  faitli  of  which  relations  have  grown  up  which 
modify  the  whole  framework  of  society.  No  one  is  m^rt 
strongly  impresst*<l  than  I  with  the  im])ortance  of  scrufiu- 
lously  maintaining  the  pledges  given  at  the  |>enoduf  tit 
])ermanent  settlement/ * 

'  Speech  in  the  lA^nslntive  Council,  April  0,  ]h7\.     ThU  oppoctncn 
may  !>♦•  taken  of  oxpr«».««npr  the  hoj>e  that  Sir  James  Stephen  will  tome  6mj 
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But  what  we  are  bound  to  respect  are  the  rights 
which  were  reaUy  bestowed  upon  the  zemindars,  and 
which  they  have  lawfully  enjoyed ;  and  if  the  condi- 
tions of  the  permanent  settlement  be  altered  to  the 
detriment  of  the  zemindars,  just  compensation  must 
undoubtedly  be  given  to  them  for  the  loss  of  such 
rights,  not  for  the  loss  of  that  gain  which  has  been 
wrongfully  usurped,  and  to  which  their  claims  have 
never  been  admitted  by  the  Government  or  the  law. 

The  preposterous  claim  of  the  zemindars,  based  on 
non-existent  and  imaginary  stipulations  in  the  permanent 
settlement,  to  be  exempted  for  ever  from  all  liability 
to  every  form  of  taxation,  whether  for  general  or  local 
purposes,  on  their  property  in  land,  though  still  vehe- 
mently asserted  by  members  of  this  class,  have  passed 
finally  away  from  discussion  by  reasonable  men.  The 
last  ten  years  have  seen  the  imposition,  with  the  fiill 
approval  of  every  Lieutenant-Governor,  every  Viceroy, 
and  every  Secretary  of  State,  of  cesses  upon  the  land 
in  Bengal  for  local  laid  provincial  purposes,  yielding 
nearly  700,000/.  a  year.  If  the  example  be  wisely 
followed  hereafter,  the  application  of  heroic  remedies, 
so  far  at  least  as  merely  financial  considerations 
are  concerned,  may  be  avoided,  however  necessary 
they  may  be  for  other  and  possibly  more  important 
reasons. 

And  to  such  reasons,  though  they  lie  beyond  the 
strict  limits  of  the  present  discussion,  a  short  reference 
must  be  made.  The  Eeport  of  the  Commission  recently 
appointed  to  consider  the  question  of  the  amendment 
of  the  rent  law  in  Bengal,  which  included  some  of  the 

give  U8  the  meanB  of  easy  reference  to  his  speeches  and  minutea,  which  are 
DOW  scattered  about  in  inaccessible  places.  They  will  be  a  storehouse  of 
practical  wisdom  to  all  interested  in  India, 
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ablest  and  most  experienced  men  in  the  servire  of  the 
Government  of  Bengal,  and  whose  conclusions  have 
been  generally  accepted  by  that  Gk)vemment,  fumuihes 
a  melancholy  commentary  on  the  condition  of  things 
which  has  grown  up  under  the  permanent  settlement 
in  this  great  province,  containing  nearly  70,000,000  erf 
people,  the  vast  majority  of  whom  are  dependent  on 
the  land  for  their  support.  It  would  be  out  of  place  to 
give  here  any  opinion  on  the  particular  remedial  measures 
proposed.  But  there  can  be  no  doubt  that  if  the  views 
of  the  Commission  were  adopted,  and  the  legislation 
which  it  advises  were  carried  out,  something  like  a  re- 
volution would  be  brought  about  in  the  relations  between 
the  zemindars  of  Bengal  and  the  cultivators  of  the  soil, 
and  in  the  social  condition  of  the  province.  It  will  not 
be  without  a  long  and  arduous  struggle  that  these  ques^ 
tions  will  receive  even  a  partial  solution.  Meanwhile 
the  bounty  of  nature  happily  counteracts  the  folly  and 
injustire  of  man,  and  Bengal  cannot  cease  to  Ik*  the 
ricliest  and  in  some  respects  the  most  prosperous:  pn- 
vince  of  India,  althoujrli  a  large  pro])ortion  of  her  |H.H»]»;t 
are  condemned  to  poverty  whicli,  if  justice  had  ln-i-n 
done,  they  would  not  ncnv  be  suffering,  and  allliou^jh  :i 
large  proportion  of  her  wealth  has  been  uselessly  thrL»wi; 
aw^ay. 

The  spirit  of  the  views  adopted  to  a  great  exieir. 
by  the  Commission  may  be  jiathered  from  the  fuUowiii;: 
passage,  (juotcd  from  a  paper  appended  to  the  Ke}H^'': 
by  Mr.  OKinealy,  a  distinguished  officer  of  the  pmvino . 
and  one  of  its  nienil)ers.  The  accuracy  of  his  statomei:> 
will  doubtless  be  called  in  question  by  those  wlio  adniiit 
the  permanent  settlement  and  the  existing  sj'steni  » f 
lauded  tenure  in  Ueugal,  but  they  cannot  bo  pasMti 
over  in  silence. 
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'  The  Government  revenue  of  the  permanent  settlement  was 
about  2,858,000^.,  and  eight-tenths  of  the  gross  rental.  One- 
third  of  the  land  was  waste,  it  is  said.  On  these  conditions,  if 
the  whole  of  Bengal  had  been  imder  cultivation,  the  gross  rental 
would  be  4,764,OOOZ.  According  to  the  report  of  the  Board  of 
Revenue,  it  was  in  1877  equal  to  13,037,000^.  In  other  words, 
the  rates  of  rent  which  were  intended  to  be  fixed  by  the  perma- 
nent settlement  have  been  trebled,  and  the  ryots  are  now  being 
compelled  to  pay  an  excessive  exaction  of  8,273,000i.  yearly.  If 
this  annuity  be  valued  at  twenty  years'  purchase,  it  appears 
that  we  have  deprived  the  cultivators  of  this  enormous  sum  of 
165,000,000^.,  and  given  it  to  the  zemindars,  who  still  cry  for 
more.  W^at  large  portions  of  this  enormous  income  are 
squandered  by  ^^mismanagement,  extravagance,  and  want  of 
self-restraint  "  may  be  gathered  by  a  reference  to  the  Report  on 
Wards'  Estates  for  1877-78  and  other  years.  During  the  last 
few  years  the  Government  has  spent  crores  on  fEonine.  Every 
Administration  Report  since  1873  dwells  on  the  bad  feeling  ex- 
isting, and  the  riots  and  murders  which  have  oceurred  through 
disputes  between  landlords  and  tenants.  An  Act  to  prevent 
agrarian  disturbances  had  to  be  passed,  and  a  conmiittee  ap- 
pointed to  enquire  why  the  ryots  in  Behar  had  abandoned  their 
holdings  and  fled  to  Nepal.' 

The  not  uncommon  supposition  that  nearly  the  whole 
of  the  land  of  Bengal  is  in  the  hands  of  a  comparatively 
small  number  of  very  rich  zemindars  is,  of  course,  erro- 
neous. A  great  number  of  middlemen  has  grown  up. 
But,  notwithstanding  the  existence  of  a  multitude  of 
subordinate  interests  in  the  land,  the  fact  remains  that  in 
the  midst  of  the  people  whose  condition  has  been  described 
in  the  foregoing  extract,  and  whose  patient  industry  has 
created  and  maintains  the  great  wealth  of  this  magnifi- 
cent province,  we  have  the  spectacle  of  men  whose 
annual  income,  given  to  them  originally  by  the  British 
Government  in  return  for  nothing,  is  sometimes  reck- 
oned, not  metaphorically  but  literally,  in  hundreds  of 
thousands  of  pounds,  who  discharge  none  of  the  duties 
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of  landlords  towards  those  whose  rights  liave  been 
confiscated  for  their  profit,  and  contribute  almost 
nothmg  towards  the  requirements  of  the  State.  A 
note  to  this  chapter  contains  a  Resolution  lately  published 
by  the  Government  of  Bengal,  regarding  the  vast  estate 
of  the  Maharaja  of  Darbhanga,  in  Behar,  which  affords 
an  excellent  example  of  the  consequences  which  have 
followed  from  the  permanent  settlement.^ 

The  destruction  or  non-recognition  of  the  rights  of 
the  masses  of  the  agricultural  population  has  been  by 
far  the  most  serious  and  lamentable  of  the  evils  which 
have  followed  in  the  train  of  the  permanent  settlement 
of  Bengal.  K  it  had  given  prosperity  and  comfort  to 
the  miUions  who  cultivate  the  soil, 'there  might  have 
been  sufficient  compensation  for  the  sacrifice  of  the 
revenue  directly  derived  from  the  land,  but  this  sacri- 
fice, while  it  has  failed  to  benefit  the  people  of  Bengal 
causes  permanent  injustice  to  the  whole  of  India,  and 
unduly  increases  tlie  burdens  of  tlie  entire  peopK*. 

It  is  not  only  in  HcMigal  tliut  it  would  he  pc)s*»il»U', 
in  case  of  serious  emergency,  to  obtain,  without  injun* 
to  the  ufj^rieultural  interests  of  the  country,  a  hir^rcr 
contribution  from  the  proj)rietors  of  the  land.  Ii 
would  be  cause  for  regret  should  it  become  nuce^>;iry 
to  place  further  taxation  on  the  landholders  of  Norther- 
India,  and  it  is  very  unlikely  that  such  necessity  wiL 
arise  durin<r  the  currency  of  the  existin*/ settlements ; 
but  it  (,'annot    be  doubted   that    ample  means   to    lie^i: 


*  As  an  amusing  but  unfortunatt*ly  true  illustration,  the  folli>winir  ftvn 
may  be  quoted  : — *  The  l>ailitf  of  a  wealthy  landholder  in  IWngal  latt^lv  wr  '- 
to  his  law  agent  in  Calcutta  m  follows  :  *•  Ills  honour  my  mafitt*r  parp-f^ 
to  raise  the  rents  on  his  rMate  6  per  cent.,  in  cons(*quenc»*  of  tb«  ncitx 
providential  full  of  rain  ;  and  2  pT  cent,  mort'  to  meet  the  o^sb  which  ti* 
Gov»'mm«*nt  ha**  imposed  on  him  in  order  to  diffuse  the  blesMngv  of 
tioD  amongst  liis  tenants."  * 
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additional  burdens,  if  these  should  become  unavoid- 
able, have  been  left  to  them  by  the  liberality  of  the 
Government.  In  treating  of  the  new  famine  taxation, 
and  elsewhere,  enough  has  been  already  said  on  this 
part  of  the  subject. 

Income  and  Licence  Taxes. — The  income  tax  as  it 
existed  in  1870-71,  yielded,  at  the  rate  of  3^  per  cent, 
on  incomes  exceeding  Ks.  500,  a  Uttle  more  than 
2,000,000/.,  and  with  the  better  administration  which 
could  be  secured,  it  would  certainly,  at  that  rate,  now 
yield  very  much  more.  A  large  sum  could,  however, 
without  diflSculty  or  the  slightest  political  danger,  be 
raised,  in  case  of  necessity,  by  the  simple  plan  of 
increasing  the  existing  licence  tax  and  cesses.  By 
doubling  their  present  rate,  which  would  still  not 
bring  them  up  to  the  rate  at  which  the  income  tax 
was  on  more  than  one  occasion  levied,  and  extending 
their  incidence  to  the  official  and  professional  classes 
in  the  manner  that  has  been  proposed,  we  should 
obtain  at  least  2,500,000/.  a  year,  or  1,500,000/.  more 
than  the  revenue  now  derived  from  these  sources.  This 
is  obviously  the  easiest  and  best  way  of  obtaining,  in 
case  of  emergency,  an  immediate  increase  of  revenue, 
and  it  shows  very  strongly  the  importance  of  holding 
this  resource  in  careful  reserve.  K  the  existing  system 
of  direct  taxation  be  wisely  administered  and  improved, 
it  will  become,  not  only  one  of  the  least  objectionable 
among  present  sources  of  revenue,  but  would,  if  neces- 
sary, be  capable  of  great  expansion  hereafter. 

Registration. — There  is  one  plan  by  which  a  not 
unimportant  increase  of  revenue  might  almost  imme- 
diately be  obtained,  and  which  is  so  little  open  to 
objection  that  it  might,  in  my  opinion,  be  at  once 
adopted.     It  was  suggested  in   1879   by  Mr.  F.  B. 
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Cockerell,  and  consists  in  the  development  into  a 
source  of  revenue  of  the  present  system  under  which 
fees  are  levied  on  the  registration  of  documents.^ 

Under  the  existing  law  affecting  r^istration  in 
India,  all  written  instruments  are  divided  into  two 
classes, — those  which  must  be  registered,  and  those  ot 
which  the  registration  is  optional. 

It  may  be  said  generally  that  the  first  class  com- 
prises documents  affecting  immovable  property,  and 
that  the  second  includes  all  other  documents.  Fees 
are  levied  on  all  instruments  brought  for  registration. 
When  registration  was  in  its  infancy,  it  was  necessary 
to  its  success  that  it  should  be  as  cheap  as  possible,  and 
the  system  has  hitherto  been  worked  on  the  assumption 
that  it  is  not  to  be  a  source  of  revenue.  It  has  now, 
however,  been  for  some  sixteen  years  in  common  use; 
it  has  become  thoroughly  famiUar  to  the  people ;  the 
practice  of  registration  has  become  almost  everywhere 
greatly  developed,  and  there  is  no  reason  to  fear  tlia: 
a  moderate  enliancement  of  tlie  feea  now  c-hartrt^i 
would  check  its  progress.  There  has  been  a  p»nerJ 
agreement  of  opinion,  on  the  part  of  tlie  Local  Govern- 
ments and  officers  wlio  were  consulted,  tliat  these  ft^ 
are  a  most  proper  source  of  revenue,  and  a  <H>mmittt^ 
of  experienced  officers,  appointed  to  con^^ider  Mr. 
Cockereirs  proposals,  reported  in  favour  of  ilien; 
These  proposals  were,  first,  to  aboHsli  the  limit  of  Rv 
100,  below  which  value  the  rcjristration  of  diwumeh:? 
aflectin<r  immovable  proi)erty  is  not  now  coinj)ul>4.n-. 
and  thus  to  enforce  the  registration  of  all  doeumt-nt* 
affecting  such  ])roperty  ;  and,  seccmdly,  to  raise  tie 
fees    for    all  registraticm,    from    two-fifths    to    one  pir 

'  The  following  account  ot  these  plans  i»  taken  from  Mr.  Ikixett  Colviti 
note  on  taxation  in  India,  and  very  ofU.*u  in  hiit  nwn  wordt». 


EEGIStRATION.  365 

cent,  on  the  value  of  the  property  affected  by  the 
registration. 

As  a  financial  measure,  the  first  proposal  has 
little  importance,  but  on  administrative  grounds  it  is 
highly  desirable  that  it  should  be  adopted.  It  has 
been  proved  by  experience  in  India  to  be  necessary  to 
provide  for  the  authentication  of  all  written  instruments ; 
every  Local  Government  in  India  has  supported  the 
proposal,  and  it  can  hardly  be  doubted  that,  apart  from 
financial  considerations,  it  will  before  long  be  carried 
out. 

The  second  proposal,  that  the  fees  on  all  registra- 
tions should  be  raised,  is  financially  more  important, 
and  there  has  been  a  general  consent  of  opinion  among 
the  authorities  consulted  that  this  measure  might  be 
adopted  without  objection. 

Mr.  Bazett  Colvin,  who  was  President  of  the  Com- 
mittee of  Enquiry  into  the  subject,  has  stated,  in  the  note 
to  which  reference  has  been  made,  his  reasons  for 
believing  that  we  might  obtain  in  this  way  a  gross 
annual  revenue  of  about  700,000/.,  and,  taking  the 
probable  expenditure  at  about  200,000/.,  there  would 
be  a  clear  gain  to  the  treasury  of  say  500,000/.  a  year. 
It  is  possible  that  this  estimate  would  prove  too  high 
at  first,  l)ut,  on  the  other  hand,  it  is  probable  that  it 
would  ultimately  be  exceeded.  This  is  one  of  the  best 
suggestions  yet  made  for  adding  to  the  revenue ;  there 
is  complete  evidence  to  show  that  it  could  be  collected 
without  dissatisfaction,  and  that  no  important  objection 
of  principle  to  it  exists.  In  France,  the  revenue  derived 
from  the  registration  of  assurances  amounts  to  upwards 
of  18,000,000/.  a  year,  and  although  any  comparison 
between  the  two  countries  would  be  absurd,  there  is 
in  some  respects,  and  especially  in  the  minute  sub-divi- 
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sion  of  property  in  land,  an  analogy  between  the  social 
circumstances  of  France  and  of  British  India,  fron 
which  instructive  lessons  may  sometimes  be  drawn. 

Succession  Tax. — ^A  form  of  new  taxation  frequently 
talked  about  in  India  has  been  a  succession  tax ;  bat 
the  beUef  in  its  expediency  and  suitability  for  Indii 
has  been  given  up  by  every  one  who  has  studied  it. 
little  can  be  said  regarding  it  which  has  not  alreadj 
been  said  by  Sir  J.  P.  Grant,  Sir  Henry  Maine,  Mr. 
CJolvin,  and  others.^  No  machinery  exists  for  coUectiDg 
such  a  tax  in  India.  In  England,  a  legacy  and  probit€ 
duty  is  levied  without  difficulty,  because  all  property 
must  pass  at  its  owner  s  death  into  the  hands  of  ex- 
ecutors and  administrators,  who  have  no  interest  in 
defrauding  the  State,  and  can  be  used  as  quasi-public 
functionaries  for  the  collection  of  the  tax.  Almost  all 
personal  property  in  England  takes  the  form  of  invest- 
ments, which  constitute  a  debt  payable  to  the  deceasec 
person's  estate.  The  law  has  only  to  declare,  as  i: 
does,  that  no  debt  due  to  an  estate  can  be  cliiichan»tii 
except  by  payment  to  the  deceased's  personal  repn.*>cn- 
tative,  and  the  debtor's  private  interest  is  at  odv\ 
enhsted  on  behalf  of  the  public  revenue.  He  wiL 
not  expose  liimself  to  loss  by  paying  his  debt  into  lit  ' 
hands  of  any  one  but  an  executor  or  administrator. 

In  India  these  conditions  are  almost  reversed.  IVr- 
sonal  pro[)erty  seldom  takes  the  form  of  invest nieut- 
Capital  is  laid  out  not  in   scrip,  stock,  insurances,  iVv' . 
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'  Sw  in  particular  (1)  Sir  J.  P.  (iraiit,  in  k-ttor  from  <Tovemmen: 
lien^^al  to  (lovernment  of  India,  dated  May  '^'K  1^0<>;  (-)  Meiuonuidam 
Hucct»8«ion  dutiot*,  by  -Mr.  J.  JStrocbey,  datod  (Krtober  ll»,  IStui  ;  ^H)  MiLi'' 
by  Hon.  il.  S.  Maine,  dated  Au^ist  1l\  1HJ7;  (4)  Note  on  the  iKMeik:.:^ 
of  furtlier  taxation  in  India,  by  Hon.  H.  W.  C'«»lvin,  l*^so.  NcArlv  h^ 
that  in  here  Haid  regarding  a  bucceiSfiiou  tax  \a  taken  from  thoA*  papt«r»,  >>iici 
in  the  word.**  of  their  authors. 
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but  in  cash,  bullion,  and  precious  stones ;  nor  is  there 
any  possession  of  these  by  temporary  representatives 
through  whom  a  duty  can  be  collected.  They  pass,  in 
domestic  secrecy,  on  their  owner's  death,  into  the  hands 
of  his  heirs,  and  are  not  even  seen  by  anybody  but 
the  persons  interested.  Sir  Henry  Maine's  conclusion 
was  that  *no  approach  to  fairness  could  be  made  in 
the  assessment  of  such  a  tax,  unless  the  procedure 
were  made  to  the  last  degree  inquisitorial.'  This  im- 
possibility of  justly  assessing  personalty  is  alone  an 
in8uperaj3le  objection  to  a  succession  duty.  Unless 
personal  property  can  be  reached,  it  would  be  paid 
almost  exclusively  by  landed  proprietors. 

Another  important  argument  against  a  succession 
tax  has  been  forcibly  stated  by  Sir  Henry  Maine.  It 
has  been  said  that  a  tax  on  inheritances  is  levied  at  a 
time  when  its  payment  is  Uttle  felt.  This  would  not  be 
true  in  India.  Joint  ownership  by  famiUes,  clans,  and 
communities,  still  prevails  largely.  When  a  member  of 
such  a  community  dies,  his  co-proprietors  gain  so  far 
as  his  requirements  for  personal  expenditure  go,  but 
lose  by  the  produce  of  his  labour.  In  a  poor  com- 
munity his  earnings  usually  exceed  his  expenses,  and 
thus  a  man's  heirs  are  commonly  made  poorer  instead 
of  richer  by  his  death.  The  argument  that  a  succession 
duty  is  a  well-timed  tax,  which  is  often  untrue  in  Eng- 
land, would  be  almost  always  so  in  India. 

No  form  of  direct  taxation  would  be  more  unpopular 
or  more  difficult  to  assess.  One  suggestion,  however, 
was  made  by  Sir  Henry  Maine  which  still  deserves  con- 
sideration. He  said  that,  although  a  succession  tax 
was  unsuitable  for  India  generally,  it  might  be  practic- 
able in  Lower  Bengal,  where  there  is  a  nearer  approach 
than  elsewhere  in  India  to  the  English  law  of  probate 
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and  administration,  and  a  greater  tendency  to  substitute 
the  individual  for  the  family  as  the  unit  of  ownership. 

It  must  be  added  that  the  changes  in  the  law  of 
probate  and  administration,  now  under  the  considera- 
tion of  the  Legislature,  may,  in  process  of  time,  cause 
important  change  in  the  present  condition  of  things: 
better  data  than  now  exist  for  the  assessment  of  per- 
sonalty may  become  available,  and  a  succession  tax 
may  become,  in  many  parts  of  India,  a  more  suit^bk 
tax  than  it  would  be  at  present. 

Tobacco  Tax. — ^Another  tax  which  has  been  fre- 
quently recommended  for  India  is  a  tax  on  tobacco. 
Everything  seems  at  first  sight  to  recommend  tobacco 
as  a  subject  of  taxation.  It  is  not  a  necessary  of  life. 
It  is  consumed  by  a  very  large  proportion  of  the  popu- 
lation, and  the  effect  of  a  moderate  duty  would  scarcely 
be  distinguishable  among  the  fluctuations  to  which  tht 
price  of  tobacco  is  constantly  liable.  Frequent  atten- 
tion has  been  given  to  this  subject,  and  diirin*/  L»r: 
Lytton'i5  administration  it  was  carefully  nx-onsidt-n^i 
Tlie  same  conclusion,  however,  has  always  l>c»en  (•»•::.•. 
to,  tliat  tlie  idea  of  raising  a  large  revenue  from  ti.> 
source  must  be  abandoned. 

We  may  put  aside,  as  impracticable,  except  unJ^:  I 
the  pressure  of  some  financial  catastrophe  so  great  ti.u.  I 
it  would  justify  almost  any  experiment,  the  idea  •:  I 
establishing  a  Government  monopoly  of  the  >alc  • : 
tobacco  throughout  India.  iSuch  a  monojudy  \i\\\\ 
doubtless,  if  it  were  i)ossil)Ie,  yield  a  large  reveni:^.  ' 
perhaps  :5,()()U,()U0/.  or  4,()(K),00()/.  a  year;  l)ut  no  a: 
proach  has  hitherto  been  nmde  to  the  suggestion  of  ^  ] 
jschcnie  by  which  this  could  he  done. 

The  only  other   plan   that   has    hcen   seriously  pr.  - 
posed,  and  the  only  one  which  has  seemed  to    oiler  au^ 
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real  chances  of  success,  is  to  place  a  speciiil  tax  on  the 
cultivation  of  the  plant.  This  is  by  no  means  impos- 
sible, but  the  objections  and  difficulties  would  be  great. 
The  amount  and  value  of  the  tobacco  produced  on 
different  soils  varies  so  much,  that  a  uniform  rate  on 
cultivation,  sufficiently  high  to  be  i)rofitable,  could 
liardly  be  imposed  without  pressing  very  heavily  on  the 
poorer  soils,  while  differential  rates  of  duty  would  afford 
great  faciUties  for  corruption  and  fraud.  The  yield  of 
tobacco  in  Bengal  is  said  to  range  from  1601bs.  to 
3,2001bs.  per  acre,  and  the  cost  of  cultivation  from 
Rs.  44  to  Es.  50  per  acre,  while  prices  vary  from  Rs.  2  to 
Es.  22  per  maund  (821bs).  It  is  another  serious  ob- 
jection, that,  although  ultimately  paid  by  the  consumer, 
the  tax  would  have  to  be  advanced  in  the  first  instance 
by  the  producer.  It  would  thus  be  levied  in  the  most 
inconvenient  and  objectionable  way  possible  ;  and  con* 
sidering  the  comparative  poverty  of  the  majority  of  the 
Indian  agricultural  population,  their  ignorance,  and 
their  general  dependence  on  the  money-lender,  not  only 
would  this  payment  in  advance  of  a  tax  which  they 
had  to  recover  from  the  consumer,  be  extremely  dis- 
tasteful, but  there  can  be  little  doubt  that  a  portion  of 
the  impost,  or  an  addition  to  it,  would  ultimately  rest 
upon  them,  and  that  they  would  be  unable  to  pass  on 
the  whole  of  tlie  burden.  All  these  objections  would 
be  increased,  in  many  parts  of  India,  by  the  great 
difficulty  of  preventing  the  introduction  into  the 
markets  of  tobacco  from  Native  States,  or  by  other 
methods  of  smuggling ;  and  to  whatever  extent  tobacco 
that  had  not  paid  duty  might  enter  into  general  con- 
sumption, the  tax  would  to  a  corresponding  extent 
fall  upon  the  producer,  and  would  be  irrecoverable  from 
the   consumer.      The    same   would   probably    happen 
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whenever  accident  of  season  or  other  cause  m^;ht  lori 
to  the  total  or  partial  loss  of  the  crop  upon  wfaidk  th» 
duty  had  been  paid  in  advance ;  for  it  would  be  haid^ 
possible,  in  practice,  in  most  parts  of  India,  to 
refunds  of  the  duty  on  such  grounds. 

Another  fact  must  not  be  forgotten.     Tobaooo 
almost  universally  consumed,  and  is  looked  upon 
almost    a    necessary  of  life.    Whatever   means 
adopted,  the  tax  would  only  be  largely  productive  if 
it  fell  ultimately  on  the  classes  which  form  the 
mass  of  the  community.    It  would  be  paid  by  the 
classes  which  now  pay  the  salt  tax ;  and  if  it  AoM 
become  necessary  to  increase  the  burdens  which  Hmj 
already  bear,  this  object  would  be  more  eaaify  mk 
economically  gained,  and  with  far  less  vexation  to  At 
people,  by  increasing  the  existing  tax  upon  nit  thw  If 
imposing  a  new  tax  upon  tobacco.    That  any  incxcaw 
in  the  rate  of  the  salt  tax  would  be  one  of  the  grealat 
possible  mistakes,  unless  in  most  exceptional    circum- 
stances, and,  on  the  other  hand,  that  its  present  redoc- 
tion  would  be  financially  a  most  desirable  measure,  hm 
been  shown  in  another  chapter. 

Sugar  Duty, — Another  tax  which  has  been  suggested 
is  an  excise  duty  upon  sugar.  *  If,'  writes  Mr.  Colvin, 
*  it  should  be  desired  to  raise  a  considerable  sum  of 
money  by  indirect  taxation,  an  excise  laid  upon  sugir, 
accompanied  by  a  corresponding  import  duty,  would  do 
doubt  supply  it.  There  is,  indeed,  no  other  indirect  i 
tax  which,  if  levied  at  an  equal  rate,  would  bring  ii 
such  large  returns.  It  would  fall  upon  an  article  which 
is  perhaps  more  of  a  luxury  than  anything  else  that  b 
generally  consumed  in  this  country.  Moreover,  H 
would  l)e  a  tax  upon  more  than  one  luxury  ;  for  in 
most,  if  not   all   parts  of  India,  the  tobacco    that  ii 
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smoked  by  the  people  is  mixed  with  an  equal  weight 
of  sugar.  Smokers,  therefore,  would  pay  a  tax,  which 
would  be  equivalent  to  a  tobacco  tax,  upon  the  sugar 
which  they  consume  in  this  form,  in  addition  to  the  tax 
levied  from  them  for  the  sugar  that  they  eat.'  Mr. 
Colvin  thinks  that  we  may  assume,  although  the  data 
are  very  imperfect,  that  the  total  value  of  the  sugar 
consumed  in  British  India  in  a  year  is  about  20,000,000/., 
and  an  ad  valorem  duty  of  5  per  cent,  would  yield  about 
1,000,000/.  of  revenue.  The  average  incidence  of  such 
a  tax  would  be  less  than  three  farthings  per  head  of 
the  population.  It  has  been  suggested  that  it  might 
either  be  levied  by  a  licence  fee  on  the  boiling  pans, 
or  by  a  licence  fee  on  sugar  mills,  or  by  an  acreage 
rate  on  cane  cultivation  and  date  groves. 

This  would  be  on  the  whole  a  better  tax  than  one 
on  tobacco,  but  it  would  be  very  unwise  to  adopt 
it  without  extreme  necessity.  It  is  unnecessary  now 
to  discuss  its  merits  and  demerits  ;  it  is  obviously  open 
to  nearly  all  the  objections  which  have  been  urged  to 
a  tax  upon  tobacco. 

House  Tax, — In  theory,  a  house  tax  has  much  to 
recommend  it ;  but  it  has  been  shown  by  experience 
that  among  all  Indian  taxes  there  is  perhaps  no  one 
so  universally  unpopular  as  this.  The  following  re- 
marks are  taken  from  Mr.  Colvin's  paper  : — 

*  A  house  tax  in  India  is  peculiarly  open  to  the  great  objec- 
tion which  lies  against  direct  taxation  in  all  countries,  viz.  that 
it  cannot  be  fairly  assessed.  As  the  tax  is  at  present  levied, 
it  is  assessed  in  one  of  two  ways :  either  by  a  rate  upon  the 
assruned  rental  or  value  of  the  house,  or  by  one  calculated 
upon  the  supposed  means  of  the  house-owner.  Now,  in  India, 
there  is  no  certain  rental  on  which  to  base  a  calculation.  A 
house  is  built  for  occupation  by  its  owner  and  his  descend- 
ants;  hardly  ever   for  the   piu^wse  of  being  let.      Renting, 
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except  in  large  towns,  is  unknown,  and  there  is  no  recog- 
nised letting  value  of  buildings  in  other  places.  In  the 
absence  of  any  actual  rents,  the  assessors  are  driven  to  con- 
jecture them.  It  is  not  to  be  expected  that  assessors,  being 
at  liberty  to  guess,  shoidd  always  care  to  guess  fairly,  and 
much  injustice  is  done,  no  doubt  wilfully.  Even  when  they 
endeavour  to  be  fair,  the  tax  is  not  made  palatable  because  its 
assessment  may  be  equitable.  A  native  of  this  country  can 
never  recognise  any  justice  in  an  assessment  so  calculated. 
He  can  understand,  though  he  does  not  like,  a  tax  that  is  cal- 
culated on  income,  or  one  that  is  calculated  upon  actual  expen- 
diture ;  but  a  tax  reckoned  upon  his  imaginary  rental  seems 
to  him  to  be  neither  one  nor  the  other,  but  simply  exaction.  .  . . 
It  might  be  supposed  that  the  house  itself  would  furnish  no 
bad  indication  of  its  owner's  means.  But  in  India,  where  men 
do  not  at  once  change  their  houses  with  their  fortunes,  this  is 
not  the  case.  It  is  notorious,  on  the  contrary,  that  such  a  test 
would  be  very  delusive.  A  prosperous  trader  in  this  country 
will  often  be  content  to  occupy  a  mere  cluster  of  sheds,  whilst 
an  honourable,  but  ruined,  family  will  continue  to  live  in  a 
substantial  house,  built,  by  wealthier  ancestors,  long  after  it 
has  become  much  too  large  for  their  diminished  means.  .  .  . 
Another  important  objection  to  a  house  tax  is  that,  vrith  all 
its  unpopularity,  it  would  not  produce  much.  It  would,  I  have 
no  doubt,  be  found  that  the  agriculturists  must  be  exempted 
from  it.  They  already  contribute  their  fair  share  to  the  public 
revenue;  and  though  it  might  not  be  unjust,  perhaps,  to 
impose  a  house  tax  on  them,  this  tax  could  not,  I  am  persuaded, 
be  levied  from  them  without  danger.  ...  If  the  tax  did  not 
extend  to  the  agricultural  community,  three-fifths  of  the  whole 
number  of  taxpayers  would  be  exempted.  The  proceeds  of 
the  tax  would  not  be  diminished  in  quite  the  same  proportion, 
as  the  rate  of  incidence  would  be  less  in  the  count ly  than  iu 
the  towns ;  but  as  much  as  one-third  or  one-half  of  the  income 
would  probably  be  lost.' 

Marnages. — It  is  unnecessary  to  discuss  at  lengtli 
the  propriety  of  a  tax  upon  marriages,  though  some 
authorities  have    advocated  it,  on   the  ground   that  it 
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would  produce  a  large  revenue  and  that  it  might 
check,  to  some  extent,  the  excessive  expenditure  often 
incurred  on  marriage  ceremonies  in  India.  Mr.  Colvin 
has  clearly  shown  that  such  a  tax  could  not  yield  much 
revenue,  except  at  the  cost  of  extreme  unpopularity ; 
for  to  be  profitable  it  must  reach  the  masses  of  the 
people.  It  has  been  calculated  that  it  would  affect  four 
millions  of  famiUes  every  year,  and  that  it  would  affect 
the  entire  population  of  the  country,  or  thirty-six 
millions  of  families,  in  the  course  of  every  nine  years, 
while  three-fourths  of  it  would  be  paid  by  the  poorest 
classes  in  the  country.  These  figures  are  alone  sufficient 
to  condemn  the  proposed  tax. 

Railway  Traffic, — The  only  other  tax  which  has  been 
suggested,  which  it  is  necessary  to  mention  as  a  possible 
source  of  imperial  revenue,  is  a  tax  on  railway  fares 
and  freights,  similar  to  that  levied  in  France  and  some 
other  countries  in  Europe.  In  the  existing  circum- 
stances of  India,  and  considering  that  a  large  and 
increasing  proportion  of  the  railways  belong  to  the 
State,  this  would  be  a  questionable  tax ;  but  there  is 
no  doubt  that  it  could  be  made  to  yield  a  considerable 
sum,  say  500,000/.  a  year,  and  that  it  would  be  collected 
without  any  difficulty,  and  almost  without  expense.  In 
the  event  of  the  complete  aboUtion  of  all  customs 
duties,  such  a  tax  as  this  might  in  the  future  afford  a 
useful  and  equitable  means  of  bringing  the  growing 
trade  of  the  country  under  contribution,  in  a  form  that 
would  be  as  little  open  to  objection  as  any  such  tax 
could  be. 

Miscellaneous, — Other  taxes  have  been  suggested 
which  might  sometimes  be  levied  without  objection  for 
local  or  provincial  purposes,  and  which  might  thus 
be  useful,  but  whicli,  as   general  sources   of  imperial 
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revenue,  would  finandally  be  hardSj  worth  ii«i«hf 

or  would  not  be  otherwise  suitable.  Mr.  CUtiii  ki 
noticed  all  the  more  important  of  them.  Among  thoii 
he  mentions  one  tax  which,  under  proper  regiiIatkH% 
would  be  open  to  no  objection  whatever, — a  tax  ci 
the  privil^e  of  carrying  arms.  Taxes  on  conYepnom 
and  beasts  of  burd^i,  taxes  on  retainers  and  senwt^ 
taxes  on  betel-leaf  or  pan,  and  some  others,  m^ht  11% 
in  some  provinces,  be  imposed  witihoat  lii^T«VKip  ^ 
serious  unpopularity ;  they  would  sometimea  give  weM 
aid  to  provincial  resourSes. 

General  Candusioiis. — ^The  general  cou^nsioDS  lAidi 
seem  to  be  established  are  these :  first,  that  the  eikt* 
ing  revenue  is  so  prosperous,  and  its  main  Bomxom  a> 
certainly  increasing  in  productiy^iess,  that  tlieve  k  m 
reason  to  suppose  that  recourse  to  new  and  untnol 
methods  of  taxation  will  become  necessary  ; 
that  there  would  be  httle  difficulty,  in  case  of 
in  almost  immediately  increasing  the  revenue, 
by  existing  and  other  taxes  of  a  Utile  objectionaUe 
nature,  to  the  extent  of  at  least  2,000,000/.  a  year ;  and 
thirdly,  that  if  a  much  larger  sum  than  any  which  could 
be  provided  by  such  means,  or  by  the  growth  of  exist- 
ing revenues,  should  be  required  in  consequence  of 
some  great  financial  catastrophe,  the  income  of  the 
State  could  certainly  be  increased  by  several  milliom  i 
year  without  injury  to  the  country;  but  that  before 
any  measures  were  taken  in  such  a  view  the  wh<^ 
question  of  taxation  in  Bengal  should  be  reconsidered, 
with  the  object  of  placing  on  that  province  that  £ur 
share  of  the  public  burdens  which  it  now  fails  to  bear. 


I  l.br      -^ 
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NOTE  TO   CHAPTER  XIX. 

Extract  from  a  Resolution  of  the  Lieutenantr-Oovemor  of 

Bengcdy  dated  June  24,  1880, 

The  Diirbhunga  estates  were  taken  over  by  the  Court  of 
Wards  on  the  death  of  the  proprietor,  Maharajah  Maheswar 
Sing,  on  October  20,  1860,  and  were  released  on  September  25, 
1879,  when  the  present  Maharajah,  Luchmeshwar  Sing,  attained 
his  legal  majority. 

The  estates  comprise  an  area  of  about  2,410  square  miles, 
with  a  population  of  750,000  souls,  and  are  scattered  over  the 
districts  of  Durbhunga,  MozuflFerpore,  Bhagulpore,  Pumeah, 
and  Monghjo".  The  bulk  of  the  population  is  rural  and  agri- 
cultural ;  the  Hindus  being  to  the  Mahomedans  in  the  ratio  of 
ten  to  one  ;  and,  of  the  Hindus,  one  in  every  nineteen  being  a 
high-caste  Brahmin. 

When  the  Court  of  Wards  took  charge  in  1860,  the  con- 
dition of  the  property  seemed  almost  hopelessly  bad.  The  late 
Maharajah  had  left  a  daughter,  Rajeshuree  Daee,  and  two 
minors  sons,  Luchmeshwar  Sing  and  Rameshwar  Sing,  aged 
respectively  two  years  and  under  one  year.  The  gross  annual 
rental  of  the  estates  was  nominally  Rs.  16,39,357  (163,000i.) 
and  the  Government  revenue  only  Rs.  4,07,484  (40,000i.).  But 
the  management  had  for  years  been  left  entirely  in  the  hands 
of  underlings.  All  the  villages  were  leased  to  feu-mers,  most  of 
them  relatives  of  the  Raj  servants,  who  had  got  their  leases  on 
favourable  terms.  Others  were  outsiders,  men  of  straw,  who 
had  nominally  undertaken  to  pay  rents  fer  above  the  value  of 
the  lands,  and  who  made  what  they  could  by  rack-renting  the 
ryots  and  levying  illegal  cesses,  without  attempting  to  satisfy 
the  Raj  demand.  Security  for  payment  was  never  taken  from 
the  farmers.  Pottahs  and  kabuliats  *  were  seldom  interchanged. 
The  correct  rental  of  the  villages  was  nowhere  recorded. 
Putwaris'  ^  papers  were  seldom  forthcoming.  The  outstanding 
arrears  of  rent,  at  first  unknown,  proved  to  amoimt  to  Rs. 
56,44,972  (564,000^.).     There  were  other  debts  due  to  the 

*  Leases  and  their  counterparts. 
^  Village  accountants. 
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estate,  aggregating  Rs.  3,37,775  (33,000Z.).  The  debts  doe  h 
the  Maharajah  to  creditors  amounted  to  a  crore  of  rupees,  rf 
which  the  Court  of  Wards  was  compelled  to  admit  Rs.  71,86,427 
(7l8,OOOZ.).  The  estates  were  destitute  of  roads  and  bridgd 
The  palace  was  neglected  and  in  ruins ;  its  courtyards  qoif- 
mires ;  its  environs  a  hopeless  waste  of  jungle,  pools,  and  filtL 
Notoriously  all  the  epidemics  of  the  town  took  their  rise  in  ibf 
Rajbaree.  There  were  no  refuges  for  the  sick  ;  no  resting- 
places  for  travellers ;  not  a  school  on  the  whole  estate.  N« 
reproductive  works  of  any  kind  had  anywhere  been  attempted. 

On  the  surrender  of  the  estate  to  the  Maharajah  b^ 
year,  all  this  had  been  changed.  The  rent-roll  had  been  re- 
adjusted; and  although  reductions  of  rental  had  been  jouk 
amounting  to  Rs.  5,92,323  (59,OOOZ.),  the  gross  rental  (indoi- 
ing  that  of  a  few  small  properties  purchased)  was  fis.  21,61,8^ 
(216,000?.).  The  outstanding  arrears  of  rent  due  to  the  esetst^ 
were  Rs.  18,51,397  (185,000?.)  (less  than  a  year's  demand),  iV 
which  Rs.  14,51,664  (145,000?.)  were  good,  and  in  process  rf 
realisation.  All  debts  had  been  paid  off  long  ag^o.  There  m 
a  cash  balance  in  hand  of  Rs.  2,75,733  (27,000^.),  he&Af* 
Government  securities  of  the  value  of  Rs.  38,54,500  (385,000f.L 
Over  150  miles  of  road  had  been  constructed  and  bridij^l  :r 
many  places  with  screw-pile  viaducts);  upwanls  of  20,(X><1  trr*- 
had  been  planted  along  their  sides.  Feeder  and  villag»^  rt-.S 
had  been  made  and  improved.  In  Khumikpore  extensive  i'n- 
gation  works,  securing  that  property  against  famint%  had  N-r 
made  and  opened.  A  large  bazaar  had  been  built  at  LhirbhuLCw 
including  a  handsome  i)ublic  serai. 

.  •  •  •  .  , 

In  lieu  of  the  ruinous  system  of  farming  leases,  the  wh  •'- 
estate  had  been  brought  under  direct  management,  rollf^ni-  :.• 
were  made  without  friction  or  difficulty.  The  out  lying*  zorat '  lai:  > 
had  been  equitably  settled  with  indigo-planters,  while  tho<#*  :- 
the  vicinity  of  villages  had  been  reserved  for  the  r>*Mts,  th'*- 
jmtting  an  end  to  the  constant  disjiutes  between  the  factor.*- 
and  the  cultivators.  Hundreds  of  small  embankments,  wat'V 
channels,  tanks,  and  wells  had  been  constructed  from  advan  — 
made  without   interest   to  the  tenants.     Complete  survevs  la* 

'  rultiTated  land.-. 
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been  made  of  the  greater  part  of  the  property,  and  a  consider- 
able area  had  been  re-settled  to  the  advantage  both  of  the  estate 
and  of  the  cultivators.  Twenty  vernacular  schools  had  been 
established  by  the  Raj,  educating  1,000  children,  aid  being  at 
the  same  time  given  to  other  educational  institutions  not 
belonging  to  the  estate.  Three  admirable  hospitals  were  kept 
up  for  the  use  of  the  tenantry,  while  assistance  was  also  afforded 
to  six  charitable  dispensaries  in  various  places  near.  Above  all, 
both  the  Maharajah  and  his  brother  had  received  a  thorough 
English  education,  were  proficient  in  manly  exercises  and  free 
from  the  vices  which  are  too  often  the  ruin  of  native  magnates. 
The  Maharajah  had  been  trained  to  manage  his  own  affairs  and 
to  take  a  lively  interest  in  the  welfare  of  his  people,  while  his 
brother  had  been  deemed  fit  for  appointment  to  the  Civil 
Service  of  the  province,  in  which  he  is  now  an  assistant  magis- 
trate. They  had  both  travelled  over  the  greater  part  of  Upper 
India,  and  made  the  personal  acquaintance  of  the  Viceroy, 
Lieutenant-Governor,  and  other  high  ofiicers  of  State,  as  well 
as  of  many  native  potentates,  to  all  of  whom  they  commended 
themselves  by  their  unassuming  intelligence  and  gentlemanlike 
demeanour. 

During  the  incumbency  of  the  Court  of  Wards,  the  ag- 
gregate demand  of  rent  due  to  the  estate  amounted  to  Rs. 
4,26,79,578  (4,267,000^.).  Of  this,  Rs.  3,54,66,458  (3,546,0O0i.) 
or  83  per  cent,  was  collected,  and  Rs.  55,39,610  (553,000i.) 
remitted.  The  total  receipts  from  all  sources  during  the 
management  were  Rs.  4,84,50,669  (4,845,000^.),  and  the  total 
disbursements  Rs.  4,80,86,228  (4,808,000Z.),  of  which  Rs. 
32,90,934  (329,000^.),  or  only  6-7  per  cent,  of  the  receipts, 
represents  the  cost  of  management.  Rs.  80,41,113  (804,000i.) 
were  expended  in  payment  of  Government  revenue,  and  Rs. 
31,98,000  (319,000i.),  or  6-5  per  cent,  of  the  receipts,  in  the 
allowances  of  the  family,  including  social  and  religious  cere- 
monies. 

...... 

The  Lieutenant-Governor  observes,  however,  with  regret 
that  while  the  Court  of  Wards  has  done  so  much  for  the  pro- 
prietor of  the  estate,  it  is  frankly  admitted  by  the  manager 
that  the  condition  of  the  Raj  tenants  is  not  generally  prosperous. 
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Many  of  them  are  said  to  be  living  mei^ly  fiom  Iwiid  toMMib 
having  suffered  much  from  suooessive  bad  aeasona.     li  is 
that  they  would  have  been  much  worse  <^  had  it  not 
the  good  roads  made,  enabling  them  to  take  adimntiq^e  «f  fti 
high  prices  of  produce ;  the  liberal  remissioiia  of  rent  ib 
years;  and  free  advances  of  money  given   wiUumt 
They  have  also,  it  is  stated,  been  reUeyed   of 
ill^al  cesses,  and  from  the  uiyust  ezactiona  of  tiocadais  m 
petty  leaseholders,  are  more  alive  to  theur  1^^  ziglits^  iBi 
less  in  debt  than  they  were  in  former  years,     Gnnting  aD  Hm^ 
there  can.  Sir  Ashley  Eden  fears,  be  little  doubt  tibat  ^ 
cultivators  on  the  Durbhunga  estates  are  anflEBsring  firom  ^ 
same  causes  which  in  long  course  of  years  bave  xedooed  ^ 
peasantry  of  Behar  generally  to  a  lower  level  than  that  ef  tin 
ryots  in  Central  and  Eastern  Bengal.    There  has  been  in 
gone  by,  under  the  Court  of  Wards,  the  same  kind  of 
renting,  the  same  ignoring  of  ryot  right,  the  same  imwilBiif^ 
ness  to  recognise  occupancy  tenures,  the  same  roaoit  to  ilkgd 
distraint,  that  have  been  found  and   condemned  in  emj 
district  of  Behar.    The  traditions  of  the  Court  of  Waids  hsua 
from  the  time  of  its  institution  been  essaitially  pgojpndtufm 
The  chief  aim  of  its  management  in  every  estate  has  been  to 
make  the  most  of  the  property  for  the  benefit  of  the  owner ; 
and   although   it   has,  in    its  relations  to  the  tenantry,  been 
incontestably  a  better  and  a  wiser  landlord  than  the  ordinar? 
run  of  native  zemindars,  it  is  only  within  the  last   few  years 
that  anything  has  been  done  by  it  to  improve  directly  the 
position  of  the  cultivators.     The  most  important  measure  of 
this  kind  in  the  Durbhunga  estate,  which  has  been  actualij 
carried  through  to  completion,  has  been  the  survey  and  settle- 
ment of  Allapore.     This  was,  it  may  be  said,  forced  upon  the 
Court  by  the  report  of  the  Special  Commission  which  enquired 
into  the  condition  of  the  pergunnahs  of  Allapore  and  Nareedi- 
gur,  after  the  drought  of  1875.     It  then  appeared  that  *  a  large 
number  of  the  tenantry  had  fled  from  their  houses  to  avoid  the 
burden  of  debt  due  to  enhanced  rent  which  lay  upon  them  too 
heavily.'      The   re-settlement   of    the   pergimnah    under  the 
supervision   of  Mr.  Finucane,  C.S.,  led  to  a  re-adjustment  of 
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rents  which,  while  affording  considerable  relief  to  over-assessed 
ryots,  actually  led,  by  the  discovery  of  lands  concealed  by  the 
putwaris  and  head  ryots,  to  an  increase  of  the  Eaj  receipts. 
Mr.  Plnucane  has  now  nearly  completed  a  cadastral  survey  of 
the  whole  of  the  Tirhoot  and  Bhagulpore   estates,  and  the 
jMaharajah  has  been  allowed  to  retain  his  services  to  bring  the 
work  finally  to  a  close.   But  in  these  proceedings  no  attempt  is 
being  made  to  revise  the  rates  of  rent.     The  Maharajah  is  left 
to  make  his  own  arrangements  for  this  at  his  own  time.     The 
Lieutenant-Governor   trusts   that,   in    any   action   which    the 
jNIaharajah  may  take  in  this  direction,  he  will  remember  that  it 
will  be  his  wisest  policy  to  endeavour  to  secure  upon  his  estates 
a  substantial  well-to-do  tenantry,  able  to   meet  the   ordinary 
vicissitudes  of  season,  self-respecting  and  jealous  of  their  own 
rights,  while  recognising  and  satisfying  the  just  and  moderate 
demands  of  their  landlord.     In   the  long  run  it  is  far  more 
profitable   to   the    landlord   to    leave   in   the    hands   of    the 
cultivators   such   a   share   in   the   profits  of  the   soil   as  will 
enable   them   to  face   even  the  worst   season  without  actual 
suffering,  than  to  take  from  them  all  that  they  have,  with  the 
certainty  that  enormous  smns  will  have  to  be  expended  by  him 
in  years  of  famine  in  maintaining  the  ryots  on  his  estate.     It 
may  be  taken  as  certain  that  the  Legislature  must  ere  long 
interfere   for  the   protection   of    the    Behar  peasant   against 
arbitrary  ejectment  and  undue  exaction  of  rent;  and  those  land- 
lords will  suffer  least  from  the  intervention  of  the  State  who 
have   themselves   entered   into   equitable   arrangements   with 
their   tenants,   and   admitted   of    their   own   free   will    those 
substantial   rights  which,  under   the   old   law  and  custom  of 
India,  every  resident  cultivator  undoubtedly  had,  and  which 
the  frequent  recurrence  of  famine  among  the  poverty-stricken 
population  of  Behar  seems  to  make  it  a  matter  of  imperial 
necessity   once   more   to   revive.      The   lieutenant-Governor, 
from  what  he  knows  of  the  Maharajah,  believes  that  he  will 
prove  himself  an  active  landlord.     But  he  also  believes  him  to 
be  an  upright  and  benevolent  landlord,  strongly  impressed  with 
a  desire  to  improve  the  condition  of  the  poorer  classes  residing 
pn  his  estate.     It  is  hardly  necessary  to  impress  upon  him  that 
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the  best  practical  way  in  which  he  can  do  justice  to  his  educa- 
tion and  responsibilities,  and  show  his  appreciation  of  the  care 
which  has  been  bestowed  by  Government  on  him  and  on  his 
estate,  will  be  by  showing  himself  the  firiend  and  protector  of 
his  ryots  and  by  setting  an  example  to  the  neighbouring  land- 
holders, and  using  his  influence  with  them  to  bring  about  a 
reform  of  the  undoubted  evils  of  the  land  system  of  Behar. 


CHAPTER  XX. 

CURREXCT   AND   EXCHANGE. 

HBTALLIC  CITRRENCY  OF  INDIA — GOLD  COIK  NOT  CURRXNT — PAPEB  CTTR- 
RKNCY — IMPORTS  OF  BITLLION  AND  COINAOB — COMPETITION  BETWEEN 
8ECRSTART  OF  STATERS  BILLS  AND  SILTER  AS  A  MEANS  OF  REMITTANCE 
— EXCHANGE  VALUE  OF  RUPEE  DEPENDS  ON  MARKET  PRICE  OF  SILYER 
—  RELATION  BETWEEN  EXCESS  OF  EXPORTS  AND  SECRETARY  OF  STATE'S 
BILLS — COMBINATION  OF  STERLING  AND  RUPEE  EXPENDITURE  IN  PUB- 
LIC ACCOUNTS — ADOPTION  OF  CONVENTIONAL  RATE  OF  EXCHANGE — 
OBJECTIONS  TO  THIS — REASONS  FOR  RETAINING  IT — AMOUNT  OF  LOSS 
BY  EXCHANGE — HOW  FAR  REAL — ADJUSTMENT  OF  ACCOUNTS  BETWEEN 
INDIA  AND  ENGLAND — ARRANGEMENT  WITH  BRITISH  GOVERNMENT — 
GUARANTEED  RAILWAY  TRANSACTIONS — EVILS  CAUSED  BY  FALL  IN  RB- 
LATI^-E  VALUE  OF  SILVER  TO  GOLD — EFFECTS  ON  FOREIGN  TRADE  OF 
INDIA — DIFFERENCE  OF  STANDARDS  OF  VALUE  IN  INDIA  AND  ENGLAND 
TUB  REAL  CAUSE  OF  ALL  THE  DIFFICULTIES — NECESSITY  FOR  OBTAINING 
UNIFORMITY — COMPLEfE  REMEDY  ONLY  ATTAINABLE  BY  INTERNATIONAL 
AGREEMENT — FAILING  BLVETALLISM  THE  ADOPTION  OF  GOLD  STANDARD 
BY   INDIA   ESSENTIAL. 

The  metallic  currency  of  India  was  established  on  its 
existing  basis  in  1835.  It  consists  primarily  of  the 
rupee  weighing  180  grains,  -f^ths  fine,  and  therefore 
containing  165  grains  of  pure  Silver ;  with  silver  coins 
of  the  same  standard,  representing  the  half  rupee  or 
8  annas,  the  quarter  or  4  annas,  and  the  eighth  or  2 
annas.  The  rupee  and  half  rupee  are  legal  tender 
for  any  amount,  the  other  coins  only  for  fractional 
parts  of  the  rupee.  Silver  is  coined  without  limit,  on 
payment  of  a  seignorage  of  2  per  cent.,  and,  when 
necessary,  the  cost  of  refining. 
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The  G!opper  coins  in  use  are  the  half  aima,  qoariir 
anna,  and  one  pie  or  the  -|^th  part   o 
Copper  is  given  and  received  by  the  public 
exchange  for  silver,  in  amounts  of  not  less  than  Bs.  S. 

The  currency  law  authorises  Gold  coins  to  be  ttrwk 
at  the  Mints,  but  they  are  not  legal  tender,  and  aie  BOt 
used  as  money.  The  coinage  of  gold  has  gnidiii% 
diminished  during  the  last  twenty  or  thirty  yean,  ani 
has  now  virtually  ceased.  The  authorised  gold  coni 
are  the  Mohur  or  15-rupee  piece,  wdighing  180  gnusi 
j^ths  fine,  and  therefore  equal  in  weight  to  the  mpee; 
and  corresponding  coins  to  represent  Bs.  10  and  Bs.  5 

The  opinion  has  been  expressed  that  gold  maom  m 
not  used  in  India  because  the  people  preler  silver,  lif 
reason  of  the  small  amount  of  their  transactions.  That 
is,  however,  no  real  evidence  of  this,  the  &ct  h&Dg  ^^^ 
for  three  quarters  of  a  century  at  least,  gold  com  kai 
either  not  been  a  legal  tender,  or  has  been  improperir 
valued,  so  that  either  it  could  not  come  into  circulation, 
or  could  not  remain  in  circulation,  in  competition  wiii 
the  silver  rupee,  which  has  always  been  the  standard 
coin.  Towards  the  end  of  the  last  century  gold  coins 
circulated  freely,  with  silver,  in  most  parts  of  Ben^ 
and  about  half  the  revenue  was  paid  in  gold.  Fortr 
years  ago  gold  coins  were  still  to  be  found  in  use 
in  some  of  the  districts  of  Madras.  Gold,  however. 
everywhere  gradually  went  out  of  circulation,  and  for  i 
great  many  years  has,  for  all  practical  purposes,  cea^ 
to  be  employed  as  money. 

At  various  times  gold  coins  have  been  received  io 
payment  of  Government  demands,  at  varying  rates  but 
under  the  law  of  1835  they  ceased  to  be  a  legal  tender. 
After  tlie  great  gold  discoveries,  on  some  tendencr 
appearing   towards   an   accumulation   of   gold    in  tht 
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public  treasuries,  its  acceptance  was  stopped ;  but,  with 
the  subsequent  recovery  of  the  value  of  gold  in  relation 
to  silver,  attempts  were  made  to  bring  gold  into  use  as 
money,  by  the  Government  offering  to  accept  the 
sovereign  at  a  specified  rate,  though  not  making  it  a 
legal  tender.  The  great  fall  in  the  relative  value  of 
silver  had,  however,  already  begun,  and  these  attempts 
all  failed  from  the  undervaluing  of  the  gold  ;  and  coins 
of  this  metal,  though  commonly  procurable  in  small 
quantities  from  the  bankers,  are  used  only  for  hoarding 
or  for  export  in  foreign  trade. 

The  paper  currency  of  India  is  established  on  a 
purely  metalUc  basis.  Notes  are  issued,  by  the  Govern- 
ment alone,  at  one  or  more  oflSces  in  each  province,  in 
exchange  for  current  coin  or  bullion,  a  limited  portion  of 
the  amount  thus  received,  Es.  60,000,000,  being  invested 
in  Government  securities,  and  the  rest  retained  in  coin  by 
the  currency  department.  The  notes  are  convertible 
into  coin  on  demand  at  the  office  of  issue,  and  at  the 
chief  town  of  the  presidency  if  issued  elsewhere.  The 
circulation  of  notes  is  at  present  about  fourteen  or 
fifteen  miUions. 

During  the  last  twelve  years  the  gross  imports  of 
bullion  by  sea  have  amounted  in  all  to  30,463,988/.  of 
gold,  and  80,804,579/.  of  silver  ;  or  on  the  average 
2,538,666/.  of  the  former,  and  6,733,715/.  of  the  latter 
yearly.  The  net  imports,  after  deducting  the  exports 
by  sea,  were  23,981,589/.  of  gold,  and  61,811,392/.  of 
silver  ;  or  at  the  average  rate  of  1,998,382/.  of  gold,  and 
6,150,949/.  of  silver  yearly.  The  total  value  of  the 
silver  coinage  in  the  same  period  was  68,752,475/.,  or  at 
the  rate  of  5,729,373/.  yearly.  The  net  import  of  gold 
since  1835  amounted  in  value  to  107,991,012/.  The 
total  amount   of  silver  money   coined   since   1835   is 
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somewhat  more  than  250,000,000/.  sterling,  and  in- 
cludmg  the  old  coinages  the  quantity  in  existence  no 
doubt  exceeds  that  value  ;  but  of  course  a  large  part  of 

this  is  hoarded. 

The  occasional  excess  of  the  coinage  over  the  net 
imports  of  silver,  is  doubtless  in  part  due  to  hoarded 
silver  coin  or  bullion  being  brought  to  the  Dfint,  and 
partly  to  the  recoining  of  worn  or  defaced  coin,  but  it 
is  probably  mainly  caused  by  the  export  of  newly  coined 
silver.  During  the  last  three  years  the  average  yearly 
export  of  silver  to  Mauritius,  Ceylon,  and  Aden,  al 
which  places  the  rupee  is  the  current  coin,  amounted 
together  to  812,277/.,  which  more  than  accounts  for  the 
excess  in  question  during  those  years. 

The  import  of  silver  into  India,  like  that  of  any 
other  commodity,  of  course  depends  on  the  demand* 
which  in  the  nature  of  the  case  chiefly  depends  on  the 
requirements  of  the  country  for  silver  coin,  either  to  be 
hoarded  or  brought  into  active  circulation.  From  t'-* 
obligatory  nature  of  the  Government  reinittanco>,  ::• 
sale  in  London  of  a  large  amount  of  bills  i>n  Imi.x 
drawn  by  the  Secretary  of  State,  is  necessary,  for  in  tl- 
present  state  of  things  this  is  the  only  means  of  makir: 
remittances  on  any  considerable  scale  ;  this  comes  :• 
much  the  same  thing  as  ollcring  ruj)eos  for  sale,  an-:  2  ' 
competition  is  therefore  established  between  the  jniIV' 
tary  of  State's  bills  and  the  silver  bullion  olFered  for  "ii-. 
in  the  Kuro])ean  market,  the  coining  of  wliieli  in  Ir.  ::i 
is  unrestricted.  In  these  circumstances  the  oxchai^:^ 
value  of  the  rupee  bills  of  the  Indian  Oovernmciit  -•  \ 
immediati'ly,  and  almost  solely,  determined  hy  tlier-r-^ 
at  which  the  holders  of  silver  bullion  are  jirepan-i  * 
sell  it.  After  the  adoption  of  a  gold  standard  U 
Germany,  the  coining  of  silver  in  Europe  virtuallv  can;? 
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to  a  standstill,  and  at  present  the  United  States  and 
India  may  be  said  to  be  the  only  two  countries  that  coin 
this  metal,  the  former  to  a  Umited  amount,  by  the  State, 
the  latter  without  limit  for  all  comers.  The  United 
States  being  the  great  producer  of  silver,  India  affords 
almost  the  only  market  for  the  metal  on  a  large  scale. 
Hence  the  export  of  silver  from  India  as  a  means  of 
remittance  becomes  impossible,  and,  as  above  said,  the 
government  is  driven  to  making  its  remittances  by  the 
forced  sale  of  its  bills,  the  value  of  which  is  controlled 
by  the  market  price  of  silver,  which  again  is  depressed 
by  the  present  limited  demand  for  coinage,  and  the 
competition  with  the  Secretary  of  State's  bills,  the 
amount  of  which  has  been  much  increased  during  the 
last  few  years.  The  great  fall  in  the  exchange  which 
has  occurred,  and  the  fluctuations  which  still  take  place, 
have  no  important  relation  to  variations  of  trade  de- 
mand ;  and  if  the  condition  of  the  Indian  currency 
admitted  of  specie  remittances  the  effect  of  those  varia- 
tions on  the  exchange  would  be  insignificant,  and  could 
never  exceed  in  amount  the  cost  of  a  bulUon  remittance 
from  India  and  of  re-coinage  in  Europe. 

There  is  a  close  connection  between  the  amount  of 
the  Secretary  of  State's  bills  and  the  excess  of  the 
Indian  exports  over  the  imports.  The  value  of  the 
excess  exports  indicates  in  fact  the  total  amount  which 
India  has  to  remit  to  foreign  countries  in  discharge  of 
her  various  obligations  to  them ;  those  obligations  con- 
sisting chiefly  of  the  payments  to  be  made  in  England 
on  account  of  the  Government,  for  the  pubUc  services, 
interest  on  debt,  railway  capital,  and  so  forth  ;  and  of 
the  savings  and  profits  of  foreigners  employed  or  trading 
in  India.  After  setting  ofl'  the  value  of  the  imports  of 
all  descriptions  against  that  of  the  exports,  the  differ- 
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ence  must  be  paid  to  the  Indian  producer  or  his  agesu 
in  coin.  The  foreign  exporter  purchases  bills  on  Indii, 
or  some  other  form  of  transferable  security,  with  the 
proceeds  of  the  sale  of  the  exports,  from  persons  de- 
siring  to  exchange  rupees  in  India  for  sterling  it 
London,  or  for  francs  in  Paris,  and  so  forth.  The  bills cc 
securities  thus  serve  a  double  purpose — for  the  remii- 
tances  from  India,  and  for  the  payments  for  the  ex«ff 
exports.  As  the  remittances  are  chiefly  to  England  K 
is  by  bills  sold  in  London  that  they  are  for  the  moR 
part  made ;  and,  the  Government  l)eing  the  principi! 
remitter,  the  bills  are  mainly  those  drawn  by  tbr 
Secretary  of  State.  The  difference  between  the  actiui 
sum  realised  by  the  sale  of  these  bills,  and  their  uomiiui 
value,  assuming  the  rupee  to  be  equal  to  two  shilfing?. 
is  what  is  spoken  of  as  the  loss  by  exchange  on  the 
Secretary  of  State's  remittances. 

During  the  twelve  years  from  1857—58   to  1  SOS- 
BO,    inclusive,    the    aggregate    excess    of    exports  w 
4.3,470,000/.,  the  bills  of  the  Sorretary  of  Stato  paid  .: 
India  having   boon  4o, 420,000/.     In   the    followin*:  vi 
years,  the  excess  of  exports  having  been  9G,o34JHm»,. 
the  bills  paid  amounted  to  00,805,000/.  ;    and  in  the  ..K 
six   years  ending  in   1880-81,  the  excess  ex|H>rt<  wc'- 
02,820,000/.  and  tlie  hills  01,205,000/.      For  the  wi...  I 
series  of  twenty-four  years  the  average  value  of  the  tx 
e(»ss  exports  was   0,770,000/.,  and   the  avera^^e  <»!*  •--. 
Peeretary  of  State's  bills  has  been  l,20'*),O()U/.  vearlvli- 

The  serious  eflect  which   the  fall  in    the  exchaiu.x 
value  of  the  rupee  has  had  on  the  finances  of  India  :.!•  | 
more  than  once  been  dwelt  upon  in  the  earlier  chaptor* 
of  this  book.     The  manner  in  which  it  affec-t^  the  puM- 
transactions',  and    how   it    is  dealt    with    in    the   pull, 
accounts,  will  now  be  considered  in  more  detail. 
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The  transactions  of  the  Home  treasury  being  neces- 
sarily conducted  and  recorded  in  sterling,  while  those 
of  the  Indian  treasuries  are  necessarily  in  rupee  cur- 
rency, a  system  has  to  be  settled  for  the  combination 
of  the  accounts.  Even  before  the  amalgamation  of  the 
Home  and  Indian  accounts,  a  head  '  Loss  by  exchange,' 
or  its  equivalent,  had  a  place  in  the  accounts  between 
the  two  countries  to  make  allowance  for  the  exchange 
value  of  the  rupee  in  taking  credit  for  remittances 
from  India  by  the  sale  of  bills,  or  adjusting  payments 
of  various  descriptions. 

Until  the  Mutiny  in  1857  the  bills  on  India  never 
amounted  to  so  much  as  4,000,000/.  in  any  year  ;  the 
deposits  of  guaranteed  railway  capital  between  1850 
and  1870  contributed  on  an  average  about  4,000,000/. 
yearly  to  the  Home  treasury,  and  the  transactions  with 
the  companies  were  regulated  by  an  arbitrary  rate  of 
exchange  fixed  under  the  contracts  ;  after  the  Mutiny 
recourse  was   had    to  borrowing  on   a  large   scale  in 
London,  and  the  bills  up  to  1870  only  once  exceeded 
7,000,000/.     Up  to  this  time  also  the  exchange  value 
of  the  rupee  had  hardly  fallen  below  1^.  lOfrf.     The 
loss  by  exchange,  therefore,  had  not  become  of  very 
material  importance,  and  the  divergence  of  the  amount 
of  the  Home  charges  reckoned  in  sterling,  from  their 
true  amount  converted  into  rupees  at  the  actual  rate  of 
exchange,  attracted  no  particular  attention.     It  was  in 
these  circumstances  that  the  system  of  combining  the 
Home  and  Indian  accounts,  on  the  conventional  basis 
of  treating  ten  rupees  as  equal  to  1/.,  and   correcting 
the  discrepancy  by  the  adjusting  entry  *  Loss  by  ex- 
change,* was  adopted  almost  without  discussion,  and 
the  practice  of  stating  Indian  revenues  and  expenditure 
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in  England  or  wholly  in  India  will  be  corrt>ct  ly  trtalcil, 
and  the  amounts  so  combined  cannot  represent  inr 
precise  facts.  For  instance,  a  bridge  for  which  in* 
work  was  procured  from  England  at  a  cost  uf  10,OOOC 
while  the  Indian  expenditure  was  120,000  mpea 
would  appear  in  the  accounts  as  having  i-.^t  22,0W 
If  the  actual  exchange  when  the  iron  was  Umght  w» 
la.  8rf.  per  rupee,  its  true  cost  would  have  l>ecn  120,(M 
rupees,  and  the  whole  cost  of  the  bridge  24(>,000  mpm- 
The  Public  Works'  accounts,  however,  would  only  dwv 
a  charge  of  22,000/.,  the  remiuning  2,000/.  (20^ 
rupees)  being  included  under  the  general  adjiutM 
head, '  Loss  by  exchange,'  and  there  left  undistingitiAii 
Another  praclical  illustration  of  the  coDfumoa  GUr 
to  arise  from  this  system  may  l>c  found  in  the  ilM- 
meiits  made  as  to  (he  cost  of  the  Afghan      ar  andtfa 
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share  of  it  to  be  borne  by  England.  Excluding  the 
frontier  railways,  which  were  not  taken  into  account 
for  this  purpose,  the  net  cost  of  the  war  appears  in  the 
Indian  accounts  as  18,748,300/.,  while  the  English  con- 
tribution of  one-third  is  5,000,000/.  This  discrepancy  is 
accounted  for  by  the  circumstance  that  the  former  sum 
is  stated  in  conventional  currency,  which  at  the  actual 
rate  of  exchange  for  the  time,  1^.  8d.  per  rupee,  is  re- 
duced to  15,623,588/.  in  true  sterUng,  in  which  currency 
the  contribution  paid  by  England  is  of  course  stated. 
Thus  the  cost  of  the  war  might  at  one  time  be  said  to 
be  18,000,000/.  and  at  another  15,000,000/.,  both  sets 
of  figures  in  fact  representing  the  same  amount. 

But  notwithstanding  these  defects  and  the  acknow- 
ledged want  of  precision  in  the  present  system,  it  has 
been  ruled  by  the  Secretary  of  State  that  the  proposed 
change  was  not  desirable  and  should  not  be  made.  It 
was  argued,  that  the  conversion  of  the  Home  accounts 
into  rupee  currency  would  be  very  troublesome,  if  a 
varying  rate  of  exchange  were  taken,  and  if  an  average 
rate  were  used,  true  precision  would  still  not  be  attained. 
Further,  it  was  considered  that  the  results  on  the  pro- 
posed plan  would  also  in  their  turn  be  misleading,  as 
they  would  give  to  fluctuations  in  the  rupee  equivalents 
of  sterUng  payments,  w^hich  are  solely  dependent  on 
variations  in  the  rate  of  exchange,  a  false  appearance  of 
reaUty,  and  would  otherwise  render  comparisons  with 
former  years  difficult  or  impossible. 

The  SterUng  payments  made  in  England,  it  was 
urged,  are  not  determined  in  relation  to  a  scale  of 
values  fixed  in  rupees,  and  it  was  hence  argued  that 
for  purposes  of  general  financial  control,  which  are 
those  mainly  sought  to  be  facilitated  by  the  combined 
statements  of  revenue  and  expenditure,  the  ready  and 
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clear  exhibition  of  the  actual  transactions  is  more 
important  than  any  account  modified  and  complicated 
by  the  introduction  of  entries  arising  from  loss  or  gain 
by  exchange,  which  are  contingent  on  circumstances  b 
no  way  dependent  on  the  administrative  control  of  the 
actual  expenditure. 

Moreover,  there  is  an  inherent  essential  difference 
of  character  between  charges  such  as  these  and  aD 
other  items  of  expenditure  in  return  for  which  some 
service  has  been  performed,  or  advantage  obtained. 
The  loss  by  exchange  is  a  contingency  of  the  Indian 
currency  being  based  on  a  silver  standard  ;  the  causes 
which  influence  it  are  altogether  independent  of  tl*t 
nature  of  the  services  in  connection  with  which  it  arise<; 
and  to  combine  it  with  the  cost  of  those  services  might 
lead  to  serious  and  objectionable  misconceptions.  For 
such  reasons  the  conventional  system  of  treating  the 
pound  sterUng  as  equivalent  to  ten  rupees  has  been 
retained,  and  the  necessary  adjustment  in  the  aoct>in/- 
is  made  in  one  sum,  by  a  single  entry  uiulor  the*  hcai 
'Loss  by  ex('lian<X(\'  instead  of  being  distributed  ovor  •:. 
separate  lieacls  of  si^rvice  aflected.  Tlie  cliana*  is  :!.•.." 
treated  as  incidental  to  tlie  adniinistnition  <rriKTai"v. 
and  not  as  falling  on  any  particular  brancli  or  j)orti' :. 
of  the  ])ublic  outlay. 

The  combination  of  the  accounts  by  tlie  eoiivor>:':. 
of  the  Indian  rupee  transactions  into  sterlinjr  value- j: 
th(*  cuirent  rates  of  exchan;ie  lias  not  been  seri«»u?'.v 
advocated  hv  anv  one;  and,  without  di>putin«r  li-t; 
tliei'c  may  be  sullicient  justification  f»>r  maintaininir  l:.-. 
pK'sent  ba>tai(l  system,  it  is  hardly  oi)en  t<»  ^ue^li•:. 
that  the  currency  of  India  should  be  made  the  hasi-ii 
winch  the  accounts  of  that  (^ountry  are  stated,  and  tha; 
the  more  com[)letely  tliis  is  accompli>licd  the  better. 
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It  has  already  been  noticed,  and  the  fact  is  indeed 
obvious,  that  tlie  ^  Loss  by  exchange '  arises  immedi- 
ately in  connection  with  the  Home  receij)ts  and  disburse- 
ments, which  for  the  purposes  of  the  present  explana- 
tions may  be  grouped  as  those  relating  to  the  Indian 
Government  and  its  officers,  the  British  Government, 
and  the  railway  companies. 

The  main  element  of  the  *  Loss  by  exchange '  is,  as 
before  said,  the  difference  between  the  actual  sterling 
value  realised  by  the  sale  of  the  Secretary  of  State's 
rupee  bills,  and  their  conventional  value  at  the  rate  of  28. 
It  has  been  said,  and  truly,  that  it  is  an  error  to  regard 
the  whole  of  this  difference  as  an  absolute  loss.  In  fact, 
there  is  no  absolute  standard  by  which  to  estimate  gain 
or  loss  in  transactions  such  as  these.  The  Indian 
Government  correctly  describes  the  entry  in  the  ac- 
counts under  '  Loss  by  exchange '  as  an  adjusting  entry. 
All  that  can  be  said  as  to  loss  being  involved,  or  other- 
wise, is  comparative.  Compared  with  the  rate  of  ex- 
change that  prevailed  twenty  years  ago,  2^.  2rf.,  there 
is  a  present  loss  at  l6*.  7'Sd,  of  more  than  Qd,  in  the 
rupee  ;  but  in  that  year  (1881)  hardly  any  bills  were  sold. 
From  1863-1866  the  rate  was  4rf.  better  than  now,  and 
it  was  not  till  1872-73  that  it  fell  to  only  3d.  better, 
in  that  year  bills  having  been  sold  to  the  value  of 
15,000,000/.  It  is  probable,  therefore,  that  if  the  gold 
value  of  silver  had  returned  to  5s,  per  ounce,  as  it  was 
in  1872-73,  the  loss  on  the  Secretary  of  State's  bills  in 
1880-81  (15,400,000/.)  would  not  have  exceeded  l^d, 
per  rupee,  and  the  advantage  to  the  Indian  treasury 
would  have  been  nearly  2,500,000/.  As  the  bills  in  the 
future  are  more  likely  to  exceed  than  to  fall  short  of 
16,000,000/.,  the  amount  which  India  may  fairly  be  said 
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certainly  not  foreseen. 

Its  operation  in  respect  to  the  capital  accountf 
began  by  causing  an  apparent  loss  by  exchange  of  2i 
per  rupee,  which  was  charged  in  the  Indian  accooitfs 
on  the  whole  amount  remitted  to  India  by  the  Secretan 
of  State  for  the  companies ;  this  having  been  about 
50,000,000/.,  the  total  loss  by  exchange  would  be  itf 
-jJpth  part,  or  about  4,500,000/.  But  this  loss  can  ody 
be  regarded  as  having  been  real  to  whatever  extent  tbe 
actual  exchange  was  better  than  Is.  lOd.  It  wm 
therefore  an  effective  charge  till  1874—75,  from  whid 
time,  the  exchange  having  been  worse  than  1^.  lOi, 
the  remittances  for  the  railways  to  India  have  beei 
really  profitable,  though  still  appearing  as  a  nomiBii 
loss. 
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For  some  years  past,  however,  most  of  the  com- 
panies have  been  paying  back  to  the  Government  in 
India  sums  on  capital  account,  obtained  chiefly  by  the 
sale  of  stores  paid  for  from  capital,  or  by  their  transfer 
to  the  revenue  account ;  these  payments  are  credited  at 
the  rate  of  Is.  lOd.  per  rupee,  and  the  Government 
nominally  gains  2d.  in  the  rupee,  which  appears  accord- 
ingly as  *  Gain  by  exchange.'  But  this  gain  is  not  real 
unless  the  actual  exchange  is  above  1^.  lOd. ;  and,  in 
fact,  these  transactions  at  present  really  involve  a  loss, 
leading  as  they  do  to  the  companies  receiving  sterling 
credits  in  London  at  the  rate  of  1^.  lOd.  on  account  of 
rupee  receipts  in  India,  which  the  Secretary  of  State 
can  only  remit  at  Is.  8d.  or  less. 

The  revenue  accounts  lead  to  diflerent  results.  The 
companies  obtam  credit  for  their '  net  traffic '  receipts  at 
the  rate  of  l^.  10rf.,so  that  on  the  accounts  the  Govern- 
ment gains  2d.  in  the  rupee  on  their  whole  amount. 
Up  to  the  end  of  1879  the  net  traffic  receipts  thus  dealt 
with  had  aggregated  rather  more  than  50,000,000/., 
so  that  the  gain  by  exchange  in  this  direction  had  at 
that  time  nearly  balanced  the  loss  on  the  capital 
remittances.  The  gain  on  the  revenue  receipts  until 
1879-80  w^as  deducted  from  their  actual  amount,  and 
was  shown  as  '  Gain  by  exchange,'  as  stated  in  Chapter 
Vn.  This  procedure  has  been  recognised  to  be  in- 
accurate. In  the  accounts  with  the  companies  the  net 
rupee  receipts  are  rightly  shown  at  the  exchange  of 
Is.  lOd. ;  but  in  the  public  accounts  the  actual  sums 
received  in  rupee  currency  should  be  shown  without 
deduction ;  and  since  1879-80  this  system  has  been 
adopted.  Thus  the  railway  income  now  appears  rela- 
tively larger  than  before,  and  the  gain  by  exchange  to 
the  same  extent  less,  or  the  loss  so  much  more. 
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There  has  been  anotlier  recent  change  of  practice 
which  has  led  to  a  more  correct  way  of  treating  the 
home  expenditure  of  the  railway  companies  on  revenue 
account.  Heretofore  the  funds  to  meet  this  outlay 
were  suppUed  by  the  Secretary  of  State  from  the  capital 
deposits,  and  the  transfer  in  account  was  made  at  the 
contract  rate ;  whereby,  after  the  actual  exchange  fell 
below  the  contract  rate,  the  Government  has  borne  a 
loss  which  was  not  required  by  the  contracts.  The 
adjustments  are  now  made  at  the  actual  rate  of  ex- 
change, by  which  a  sum  of  about  123,000/.  was  saved 
in  1879-80. 

It  is  a  necessary  consequence  of  the  manner  in 
which  the  loss  by  exchange  is  treated  in  the  pubUc 
accounts — it  being,  as  already  explained,  dealt  with 
altogether  apart  from  the  effective  expenditure  under 
the  various  heads  of  service — that  the  accounts  give  no 
indication  of  the  real  extent  to  which  the  railway 
transactions  influence  the  charge  under  '  Loss  by  ex- 
change/ The  complicated  adjustments  that  have  been 
explained  have  reference  only  to  the  remittance  opera- 
tions, which  under  tlie  contracts  are  undertaken  by  the 
Secretary  of  State  for  the  companies,  and  do  not  in- 
fluence the  financial  results  of  the  working  of  the 
railways,  so  far  as  these  appear  in  the  pubHc  accounts. 
It  was,  however,  before  noticed,  and  it  may  here  be 
repeated,  that  the  railway  obligations  probably  cause 
at  least  one-third  of  the  whole  loss  by  exchange,  and 
that  this  share  of  the  burden  is  now  little  less  than 
1,000,000/.  yearly. 

The  general  result  of  the  exchange  adjustments  for 
1879-80  is  shown  below,  and  wnll  indicate  the  main 
features  of  the  charge  under  this  head  ; — 
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LoM  by  exchange  on  Secretary  of 
State's  bills,  being  the  difference 
between  2$,  per  rupee  and  the 
actual  rate  of  sale 

Loss  on  gold  remittances 

Total  loss  on  remittances 
Loss  on  miscellaneous  transactions 
Gain  on  „ 

Net  gain  . 
Gain  on  railway  capital 
Gain  on  railway  revenue 

Total  gsin 

Net  loss    . 


>» 


£88^72 
110,846 

71,773 

87,216 

123,020 


£3,068,100 
120,221 

"3^08^1 


282,008 
£2,926,403 


It  should  be  understood  that  what  is  here  described 
s  gain  is,  in  fact,  no  more  than  the  refund  of  the  loss 
rising  on  payments  made  by  the  Secretary  of  State  on 
ccount  of  other  parties. 

Whatever  may  be  the  real  economical  effect  on 
[idia  of  the  burden  thus  caused,  on  which  point  more 
rill  be  said  hereafter,  it  is  an  obvious  fact  that  it  has 
id  to  the  necessity  for  maintaining  the  taxation  of  the 
eople  of  India  at  an  amount  at  least  2,500,000/.  more 
ban  would  have  sufficed  if  the  exchange  value  of  the 
upee  had  remained  as  it  was  nine  or  ten  years  ago. 
t  may  confidently  be  affirmed  that  if  it  had  not  been 
3r  the  fall  in  the  value  of  silver,  no  additional  taxation 
rould  have  been  thought  necessary  in  1877,  no  diffi- 
ulties  would  have  arisen  in  removing  the  cotton  duties 
rhen  the  necessity  for  that  step  was  first  admitted,  and 
bat  apart  from  this  fall  not  only  those  duties,  but  the 
^hole  of  the  customs  duties,  could  have  been  removed, 
nd  the  financial  position  of  the  country  woidd  still 
ave  been  better  than  it  now  actually  is.  This  state- 
lent  will  show  how  great  a  practical  misfortune  the 
ecent  alteration  in  the  value  of  gold  and  silver  has 
een  to  India.    The  evil  has  copie  in  a  form  whicl^ 
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placed  it  wholly  out  of  the  power  of  the  Indian  Grovern- 
ment  either  to  foresee  or  to  avert,  and  leaves  the  future 
open  to  the  gravest  doubt  and  anxiety.  Measures  of 
improvement  which  the  otherwise  thoroughly  satis- 
factory condition  of  the  finances  would  reasonably 
suggest,  must  be  regarded  as  more  or  less  hazardous, 
and  progress  will  inevitably  be  much  retarded,  not  only 
in  respect  to  the  action  of  the  Government,  but  in  all 
directions,  so  long  as  the  existing  state  of  uncertainty 
as  to  the  future  of  the  Indian  currency  continues. 

There  is  some  difficulty  in  tracing  the  efiects  of  the 
change  in  the  value  of  silver  in  relation  to  gold  on 
Indian  interests  other  than  those  which  appear  on  the 
surface ;  namely  the  increased  taxation,  the  uncertainty 
as  to  the  result  of  all  permanent  investments  in  India  in 
the  future,  and  the  serious  injury  to  those  who  have  in- 
vested in  former  years,  or  who  are  dependent  on  Indian 
sources  of  income  payable  out  of  the  country.  It  is  of 
course  apparent  that  these  evils  arise  from  the  sudden 
actual  or  possible  fall  in  the  exchange  value  of  the 
ru])ee,  not  from  any  particular  rate  of  exchange  being  in 
itself  desirable  or  better  tlian  any  other.  What  is 
required  for  the  future  is  fixity  in  relation  to  the  gold 
currency  of  England,  though  obviously  the  injury  in- 
flicted in  relation  to  the  past  can  never  be  fully 
remedied,  nor  even  partially,  unless  there  is  a  substan- 
tial return  to  the  old  relations  of  value. 

There  is  hardly  room  to  doubt  that  the  foreign 
trade  of  India  has  been  stimulated  by  the  increase  in 
the  value  of  gold,  which  has  almost  certainly  accom- 
panied the  depreciation  of  silver  where  that  metal  has 
ceased  to  be  coined.  There  is  at  present  no  evidence 
that  the  purchasing  power  of  tlie  rupee  in  Lidia  has 
been  injuriously  affected,  and  it  is  reasonable  to  suppose 
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that  under  the  actual  conditions  of  Indian  trade  its 
volume  has  been  increased  by  the  increase  of  the  silver 
value  of  the  gold  employed  in  the  foreign  trade.  Ap- 
proximately this  increase  of  value  will  be  represented 
by  the  loss  by  exchange  on  the  remittances  required  to 
settle  the  trade  accounts  of  India,  and  may  therefore  be 
reckoned  at  2,500,000/.  or  3,000,000/.  sterlmg.  Con- 
trary to  what  is  commonly  taught  by  economists  as  to 
the  consequences  of  such  a  condition  of  trade,  there  is 
no  evidence  from  the  returns  of  any  special  improve- 
ment of  the  exports  as  compared  to  the  imports,  and  it 
is  therefore  probable  that  the  import  and  export  trades 
are  to  so  great  an  extent  interdependent  that  the 
advantage  is  distributed  between  them. 

If  this  view  be  correct,  the  trade  of  India  at  the 
present  time  may  be  regarded  as  being  carried  on  with 
the  stimulus  of  a  bounty  of  some  3,000,000/.  yearly,  or 
about  2^  per  cent,  on  its  total  value,  supplied  by  general 
taxation,  and  rendered  necessary  by  the  currency  of 
India  being  based  on  a  silver  instead  of  a  gold  standard. 

The  same  conclusions  might  be  otherwise  stated  as 
follows.  By  reason  of  the  relative  higher  value  of  gold, 
India  is  now  required  to  export  a  larger  quantity  of  mer- 
chandise than  formerly  to  discharge  her  foreign  obliga- 
tions. This  increased  quantity  of  exports  corresponds 
in  value  to  the  '  Loss  by  exchange '  on  the  Indian  re- 
mittances, and,  so  far  as  this  loss  has  to  be  met  by 
the  Government,  it  of  course  falls  on  the  taxpayer.  The 
export  trade  is  therefore  increased  by  this  amount  at 
the  cost  of  the  general  revenues.  Should  any  change  of 
circumstances  arise  by  which  the  exchange  value  of  the 
rupee  were  raised  to  its  old  amount,  the  revenues 
would  gain  by  the  amount  of  the  present  loss  by  ex- 
change to  the  disadvantage    of  the   traders ;    and  it 
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irouH  seexD  thai  the  most  appropriate  way  <^  deafing 
irith  iht  improTed  financial  poation,  'which  would  then 
admii  c»f  a  large  rednctian  of  taxation^  would  be  as  far 
as  passil>le  to  apply  it  to  the  remoTal  of  general  burdens 
on  trade,  such  for  in«?tanoe  as  the  customs  duties.  The 
interests  of  trade  would  thus  be  best  compensated  for 
any  injuiy  caused  by  a  sudden  change  of  the  conditions 
under  which  it  had  latelr  been  conducted. 

Speaking  generally,  the  financial  difficulties,  or,  as 
they  may  almost  be  called,  dangers,  which  have  now 
been  discussed,  are  whollr  due  to  the  want  of  uniformitr 
in  the  standards  of  value  in  England  and  India.  The 
vast  transactions  between  the  two  countries  are  dis- 
organised by  the  difference  of  standard,  causing  very 
great  and  constant  administrative  difficulty  and  anxiety 
to  the  GoTemment,  and  almost  more  serious  injury  to 
private  interests,  with  extreme  and  undeserved  hard- 
ship to  the  large  and  meritorious  class  of  European 
officials.  T::e  p':»finon,  in  truth,  15  haixlly  less  irrational 
than  i:  would  be  to  maintciin  a  silver  standard  of  value 
in  Sc'jiland  or  Ireland,  with  a  eold  standard  in  En^- 
land.  Thai  there  is  a  difficulty  to  l>e  overcome  in  sup- 
plying the  remedy  is  not  to  be  disputed,  but  this  is 
no  s<;>ri  oi  ius:inoa:ion  for  refusing  to  supply  it.  The 
responsibility  for  the  present  state  o{  things  rests  with 
the  Bri:ish  Government,  India,  which  is  the  real  sufferer, 
not  being  allowed  to  help  herself.  It  is  beyond  behef 
that  any  independent  government  would  tolerate  the 
continuance  of  such  a  state  of  affairs,  and  that  India 
has  so  long  been  compelled  to  bear  it  is  wholly  the 
result  of  her  dependence  on  England. 

It  would  be  beyond  the  scope  of  this  work  to  enter 
at  lentTth  on  a  discussion  of  the  best  means  of  obtaininiz 
the   uniformity  of  standard    between  the   currency  of 


UNiFoitMirr  OF  stakdaad  desirable.  399 

India  and  that  of  England  which  is  certainly  necessary. 
The  authors,  however,  find  no  difficulty  in  adopting  the 
conclusion  that  the  best,  and  only  complete  remedy, 
would  be  in  the  acceptance  by  India  of  bimetallism,  as  it 
is  now  commonly  understood  ;  and  that,  if  England  were 
so  disposed,  the  means  of  accomplishing  this  might  be 
found  without  sacrificing  the  single  gold  standard  which 
she  has  adopted  for  herself.  The  evils  that  have  arisen 
in  connection  with  the  fall  in  the  value  of  silver  are 
essentially  due  to  the  want  of  proper  harmony  between 
the  standards  of  value  of  different  nations,  and  those 
evils  have  specially  affected  India  on  account  of 
the  peculiar  divergence  of  her  monometallic  silver 
standard  currency  from  the  currencies  of  all  other  civi- 
lised countries,  these  having  more  or  less  completely 
adopted  a  gold  standard.  The  remedy  for  these  evils 
should  therefore  be  sought  in  an  international  agree- 
ment that  shall  establish  the  requisite  harmony,  which 
is  equally  -important  to  all  nations. 

If,  from  whatever  cause,  such  a  solution  of  the  diffi- 
culty is  not  attainable,  then  it  would  only  remain  for 
India  to  protect  herself,  which  she  should  do  by  making 
such  a  change  in  her  currency  law  as  would  give  her  a 
gold  standard  of  value  in  place  of  the  present  silver 
standard.  How  this  should  be  arranged  in  detail  coidd 
only  be  usefully  considered  with  reference  to  the  exact 
circumstances  at  the  moment,  after  the  decision*  had 
been  arrived  at  that  it  was  necessary  actually  to 
apply  remedial  measures.  But  attention  may  be 
drawn  to  the  fact  before  noticed,  that  during  the  last 
twelve  years  the  imports  of  gold  into  India  have  been  as 
much  as  30,000,000/.  sterling,  or  nearly  three-tenths  of 
the  wliole  buUion  imports  ;  and  as  during  the  last  forty- 
six  years  the  total  net  imports  of  gold  have  been  very 
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nearly  108,000,000/.,  the  conclusion  is  suggested  that 
if  gold  were  required  for  currency  purposes  in  India  it 
might  probably  be  obtained  within  the  country  itself,  in 
sufficient  quantity  for  present  use,  and  that,  by  the 
introduction  of  a  gold  coinage  on  a  sound  basis,  the 
available  volume  of  gold  money  in  the  world  might  be 
considerably  increased  instead  of  being  diminished. 


CHAPTER  XXI. 

FUTURE   REQUIREMENTS  OF   PUBLIC  WORKS  AND   FINANCE. 

rUBTHEB  EXTEVSIOir  OF  RAILWAYS  ESfiENTIAX — PBSSSirT  POLIOT  OF  60- 
YEBinCENT  TO  FATOITB  FSIYATE  ENTSRPRI8B  —  OBJXCIIOirB  TO  STATS 
AOnOir  OOirSIDSBED — MB.  mill's  opinion— its  application  to  INDIA — 
IMPORTANCE  OF  BBTABLISHINe  LOCAL  AND  NATIONAL  OWNERSHIP  OF 
RAILWAYS — REGULATION  OF  MONOPOLIES— AGENCY  OF  COMPANIES  HOW 
FAR  EXPEDIENT — OBJECTIONS  TO  SYSTEM  OF  GUABANTSB— STATE  WORKING 
NOT  DESIRABLE — LOCAL  MANAGEMENT  IMPORTANT — OBJECTIONS  TO  BOR- 
ROWING FOR  PUBLIC  WORKS — THEIR  INCONCLUSIVE  NATURE — REASONS 
FOR  NOT  THROWING  ENTIRE  COST  ON  REVENUES— CONSIDERATIONS  WHICH 
SHOULD  DETERMINE  DISCHARGE  OF  DEBT — NECESSITY  FOR  ECONOMICAL 
CONSTRUCTION— NEEDLESS  COMPLICATION  OF  EXISTING  RULES  FOR  UNDER- 
TAKING PUBLIC  WORKS — ECONOMY  NOT  SECURED  BY  RBBTRICTIONS  ONLY — 
PROVINCIAL  RESPONSIBILITY  DESIRABLE — IMPORTANCE  TO  REVENUE  OF 
INCOME  FROM  RAILWAYS — CHECK  OF  PUBLIC  OPINION  ON  PROVINCIAL 
FINANCIAL  ADMINISTRATION  SUGGESTED — NECESSITY  FOR  MORE  EQUITABLE 
ADJUSTMENT  OF  TAXATION — RISK  OF  REACTION  AGAINST  RECENT  MEASURES 
— IMPORTANCE  OF  REMISSION  OF  IMPOSTS  ON  COMMERCE — CONCLUSION. 

The  principal  object  with  which  the  preceding  chapters 
have  been  written  is  to  supply  an  account  of  the  actual 
financial  position  of  India,  and  of  the  results  of  the 
public  works  poUcy  followed  during  the  last  twelve 
years ;  but  discussions  of  the  principles  on  which  the 
action  of  the  Government  has  been  based  have  often 
necessarily  formed  a  part  of  the  narrative,  and  it  ap- 
pears desirable,  in  some  cases,  to  extend  the  examina- 
tion into  those  principles,  with  more  special  reference 
to  the  course  to  be  followed  in  the  future. 

The  recent  remai'kable   progress   of  India,  which 
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has  been  placed  beyond  every  reasonable  doubti 
without  hesitation  be  traced  up  to  the  natural 
tive  powers  of  the  country,  for  the  devek^moltf 
which  greatly  increased  facilities  have  been  gma  If 
the  extension  of  railways  and  the  cheap  transport  ikq 
afford ;  and  it  is  indisputable  that  there  is  still  a  vUi 
scope  for  further  progress,  through  the  ocmtiniied  it 
velopment  of  the  internal  means  of  conunonialioib 
and  the  general  ameUoration  of  the  administratioii. 

Although  much  has  already  been  done,  and  wA 
very  great  advantage  to  the  country,  th^e  roMM 
nevertheless  more  which  is  urgently  needed  for  At 
protection  of  the  people  against  famine  and  the  iwrii 
of  drought,  altogether  apart  from  any  qnestioa  d 
merely  adding  to  the  wealth  of  the  community. 

Competent  Indian  opinion  has  long  ceased  to  h 
divided  on  this  point,  and  whatever  differences  cnl 
relate  to  the  manner  of  accomplishing  the  object,  wt 
to  the  object  to  be  accomplished.  The  views  of  the 
Famine  Commission,^  which  have  virtually  been  »^ 
cepted  by  all  authorities  in  India,  including  the  St- 
preme  Government,  are  thus  expressed: — 

*  Until  the  whole  country  is  more  completely  sup- 
plied with  railways  or  canals  by  which  food  can  be 
transported  rapidly,  cheaply,  and  in  large  quantities  to 
every  part  where  severe  want  may  exist,  the  poesibilitT 
of  some  unusual  demand  for  Government  interferenei 
in  particular  localities,  or  for  special  classes  of  peofifc, 
cannot  be  shut  out,  nor  the  danger  of  the  occurrence  cf 
a  great  calamity  altogether  removed.  It  is,  therefoct 
to  the  improvement  of  the  internal  communicatioitf  ui 
the  removal  of  all  obstructions  to  the  free  com^e  rf 
trade,  accompanied  by  the  extension  of  irrigation  i 

'  See  Beport,  Pari  L  par.  166. 
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suitable  localities  and  an  improved  agriculture,  that  we 
look  for  obtaining  security  in  the  future  against  dis- 
astrous failures  of  the  food  supply  in  tracts  visited  by 
drought.' 

The  Famine  Commissioners  have  estimated  the  length 
of  railway  which  might  suffice  to  meet  the  require- 
ments of  the  country  in  the  above  sense  at  20,000 
miles,  of  which  about  10,000  miles  already  exist  or 
are  in  progress,  and  10,000  miles  are  needed ;  and  they 
consider  it  probable  that  less  than  one  half  of  the  length 
above  named,  or  5,000  miles,  in  addition  to  the  existing 
lines,  would  go  far  to  remove  all  future  risk  of  serious 
difficulty.  Nor  will  any  smaller  scale  of  construction 
commend  itself  to  any  one  who  carefully  considers  the 
facts  of  the  case.  In  respect  to  irrigation  works  also, 
there  are  still  large  areas  liable  to  utter  devastation  by 
drought,  which  could  certainly  be  protected  with  great 
direct  profit  to  the  agricultural  community,  and  ulti- 
mate full  return  to  the  State ;  and  no  single  year  has 
passed  since  the  great  calamities  of  1876-77  without 
giving  additional  evidence  of  the  absolute  necessity  of 
doing  all  that  is  possible  to  extend  irrigation. 

This  is  no  time  to  cry  *  Rest  and  be  thankful.' 
Year  after  year  runs  silently  by,  and  the  fatal  term  will 
only  too  soon  be  reached  when  another  terrible  cata- 
strophe will  suddenly  arise,  though  exactly  where  and 
-when  we  know  not.  It  is  in  the  intervals  of  prosperity 
iwrhich  are  granted  to  us  that  we  must  prepare  for  the 
inevitable  future ;  and  if  the  lessons  of  the  past  still  con- 
tinue to  be  neglected,  the  responsibility  for  the  conse- 
quences will  rest  upon  those  who^  having  the  power  to 
avert  them,  have  failed  to  do  so.  For  any  hesitation 
or  delay  in  carrying  out  the  works  which  alone  can 
give  the  countiy  the  protection  it  requires,  there  is  no 
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valid  argument  to  be  found  either  in  the  probability 
of  their  causing  financial  diflBiculty,  or  in  their  insuffi- 
ciency for  meeting  the  end  in  view.  So  far  from  this 
being  the  case,  judicious  expenditure  on  these  works 
will  certainly  supply  the  only  assured  means  of  pre- 
venting frightful  mortality  and  ruin,  and  of  avoiding 
the  future  waste  of  millions  on  ineffectual  famine  reUef 
with  no  corresponding  permanent  benefit  to  the  coimtry ; 
and  such  works,  while  thus  affording  protection  in  time 
of  difficulty,  will  constantly  increase  the  resources  of 
the  people  and  render  them  more  and  more  capable  of 
resisting  pressure  when  it  arises.  Past  experience,  both 
in  what  we  have  done  and  what  we  have  left  undone, 
points  to  these  conclusions. 

The  practical  point  for  consideration,  therefore,  is 
simply,  how  the  means  should  be  obtained  for  carrying 
out  these  essential  works.  Should  we  continue  in  the 
course  adopted  with  complete  success  till  lately,  or 
should  the  former  policy  be  given  up  and  a  new  de- 
parture taken  ?  The  Government,  it  would  appear, 
has  within  the  last  year  come  to  the  conclusion  that,  so 
far  as  railway  construction  is  concerned,  a  change 
should  be  made,  that  the  restrictions  which  have 
gradually  been  imposed  on  the  prosecution  of  these 
works  with  borrowed  money  should  be  increased,  and 
that  what  is  termed  private  enterprise  should  hence- 
forth be  principally  looked  to  for  what  is  required. 
This  decision  is  one  of  the  gravest  importance  to  India, 
and  the  question  to  which  it  is  designed  to  give  a  prac- 
tical answer  calls  for  the  most  serious  consideration. 

To  clear  the  ground  certain  preUminary  matters 
call  for  attention.  First,  it  is  evident  that  India  must 
long  continue  to  look  to  this  country  for  most  of  the 
capital  by  means  of  which  her  progress  is  to  be  secured, 
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and,  this  being  the  case,  we  must  be  prepared  to  find 
that  the  profits  earned  on  that  capital  will  be  remitted 
to  England.  As  such  investments  of  capital  increase 
in  amount,  these  remittances  must  go  on  increasing 
also ;  their  growth  will,  it  is  true,  indicate  growing 
wealth  in  India,  and  not^  as  has  often  been  asserted,  a 
drain  of  wealth  from  India ;  but  it  must  not  be  over- 
looked that  it  would  certainly  be  far  better  for  India  if 
these  works  of  improvement  could  be  carried  out  with 
Indian  capital,  so  that  they  should  be  wholly  national, 
their  management  being  conducted  in  India,  and  the 
whole  of  their  profits  retained  in  India,  including  the 
return  on  the  capital  as  well  as  the  profits  derived  by 
the  community  from  their  use.  In  considering  this 
subject  we  are  bound  to  place  ourselves  in  the  point  of 
view  of  a  national  Indian  government,  and  not  of  the 
Enghsh  capitalist.  Though  we  should  not  hesitate,  if 
no  alternative  were  left  to  us,  to  accept  the  works  sub- 
ject to  the  disadvantage  of  the  whole  or  greater  part 
of  the  direct  profits  being  drawn  away  to  England,  and 
the  chief  management  placed  there,  yet  if  it  be  possible 
to  secure  for  India  the  entire  income  from  the  invest- 
ment of  the  capital  expended  on  its  railways,  and  the 
complete  control  over  them,  we  are  certainly  bound  to 
do  it. 

Now  experience  has  estabUshed  beyond  dispute  that 
it  is  within  our  power  both  to  construct  and  work  rail- 
ways economically  through  State  agency  ;  and  without 
attempting  to  discuss  such  a  question  as  the  relative 
excellence  or  economy  of  management  by  the  State  and 
by  a  company,  it  may  without  hesitation  be  said  that  in 
the  case  of  lines  yielding  a  profit  (to  which  alone  this 
argument  is  appUcable),  the  amount  which  would  be 
carried  out  of  the  country  by  a   company  of  foreign 
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capitalists,  induding  as  it  would  both  iaterast  on 
tal  and  profits,  must  be  greater  than  the  charge  iMml^ 
uuder  Goveniment  maaagem^it,  whii^  would eoBHttfl 
interest  only,  since  Uie  profits,  eyeu  if  amalkr, 
aU  remain  in  India. 

In  the  financial  interests  of  bidia,  therefon,  iivi 
prirndfade  be  better  for  the  State  to  become  the  ovmi 
of  the  railways,  undertaking  their  c<»8trudtioQ  vtt 
money  borrowed  at  the  low  rate  of  interest  wtiA  ib 
credit  permits,  and  receiving  the  excesa  of  tiie  pniH 
orer  that  interest,  instead  of  allowing  those  profili  H 
GQiich  foreign  capitalists.  To  whatevo*  extent  Ai 
profits  are  retained  by  the  State  for  the  umwj 
charges  of  the  public  administration,  there  must  bet 
conresponding  diminution  in  the  burdens  placed  i^oi 
the  people. 

This,  of  course,  applies  only  to  works  that  an  pM* 
fitable.  But  it  may  be  confidently  said  that  pritili 
capitalists  wiD  not  undertake  any  railway  in  hJbk 
unless  the  conditions  are  such  as  to  render  it  cerUii 
that  the  profits  will  exceed  the  interest  which  would 
have  been  paid  on  the  borrowed  capital,  if  the  line  had 
been  undertaken  by  the  State,  or  would  even  suffict 
to  pay  off  the  capital  debt  within  a  moderate  tiine. 
Further  it  must  be  remembered  that  to  complete  the 
railwajrs  which  are  admitted  to  be  necessary  for  the 
safety  of  the  country,  many  lines  must  be  undertaken 
the  profits  of  which  will  be  small  and  the  growth  of  the 
traffic  slow,  or  which  may  be  finally  unremuneratiTe 
when  considered  simply  as  investments.  If,  therdbre. 
we  give  up  the  whole  of  the  profitable  lines  to  privite 
enterprise,  the  burden  of  constructing  the  unprofitaUe 
ones  will  fall  on  the  State  without  that  set-off  whicl) 
could  otherwise  be  secured  ;  and  the  difficulties  of  the 
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situation  would  be  aggravated,  as  has  often  been  pointed 
out,  by  the  discredit  thus  thrown  on  the  State  by  its 
management  of  Unes  necessarily  unproductive,  compared 
with  the  management  by  the  companies  of  Unes  as 
necessarily  productive. 

The  foregoing  argument  goes  far  to  show  that  the 
intervention  of  companies  of  foreign  capitalists  must  in 
every  case  lead  to  an  increase  of  charge  on  the  country ; 
and  as  it  is  a  self-evident  proposition  that  the  duty  of 
the  Government  requires  it  to  do  all  in  its  power  to 
provide  India  with  railways  at  the  least  possible  cost, 
the  adoption  of  the  more  costly  in  preference  to  the 
cheaper  system  would  demand  some  preponderating 
obligation  to  justify  it. 

The  poUcy  which  has  been  followed  for  the  last  ten 
years  has  been  opposed  on  various  grounds.  First,  it 
is  argued  that  it  is  beyond  the  proper  function  of  the 
Government  to  undertake  such  works  as  railways,  which 
should  be  left  wholly  to  private  enterprise  ;  and  further, 
that  the  evils  of  borrowing  the  requisite  sums  are  so 
great,  that  it  will  be  preferable  either  to  leave  the 
country,  for  a  time  at  least,  without  railways,  or  to  accept 
the  necessary  additional  cost  of  employing  companies. 

The  first  of  these  objections,  it  is  true,  has  not  been 
put  forward  openly  or  unconditionally  in  the  official 
discussions  on  the  poUcy  of  pubhc  works  construction 
in  India,  but  it  is  incontestable  that  it  has  largely  in- 
fluenced the  latest  conclusions.  All  arguments  on 
this  subject  adduced  by  Indian  officials  would  doubt- 
less be  discredited,  and  fail  to  convince  persons  who, 
being  ignorant  of  India,  its  wants,  and  capacities,  insist 
on  conducting  its  affairs  on  the  model  of  England,  and 
applying  economical  and  poUtical  maxims  suited  to  one 
of  the   most   artificial,   advanced,   and  wealthy   com- 
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tnunities  in  th<e  world,  to  a  totally  different 
society.    The  matured  opinions  of  one  ^vdio 
anumg  the  ablest  advocates  of  rational  fi^eedom  anl  tt 
foremost  opponents  of  the  undue  extflnmon  of  Oovoa^ 
ment  action,  will,  however,  have  a  fotce  of 
which  must  command  attention  and  xeqpeet. 

«In  the  particular  drcumstancea  of  a  given 
nation,'  says  Mr.  John  Hlll,^  *  there  is 
really  important  to  the  general  interest,  wiiidi  it 
not  be  desirable,  or  even  necessary,  that  the 
should  take  upon  itself,  not  because  private  i 
cannot  effectually  perform  it,  but  becanse  they  wiO 
At  some  towns  and  places  there  wiU  be  no  roads,  dodbb 
harboui*s,  canals,  works  of  irrigation,  hospttek,  sehooh^ 
coU^es,   printing    presses,    unless    the    GoveruMil 
establishes  them;  the  public  being  either  too  poor ti 
command  the  necessary  resources,  or  too  little  advascssl 
in  intelligence  to  appreciate  the  ends,  or  not  safluwadf 
practised  in  conjoint  action  to  be  capable  of  the  meua 
This  is  true,  more  or  less,  of  all  countries  inured  to 
despotism,  and  particularly  to  those  in  which  there  b  i 
very  wide  distance  in  civilisation  between  the  people 
and  the  Government :  as  in  those  which  have  been  con- 
quered and  are  retained  in  subjection  by  a  more  ener- 
getic and  more  cultivated  people.    In  many  parts  of  the 
world,  the  people  can  do  nothing  for  themselves  whick 
requires  large  means  and  combined  action  ;    all  such 
things  are  left  undone,  unless  done  by  the  State,     b 
these  cases,  the  mode  in  which  the  Government  can  meet 
surely  demonstrate  the  sincerity  with  which  it  intends 
the  greatest  good  of  its  subjects,  is  by  doing  the  thiscs 
which  are  made  incumbent  on  it  by  the  helpl^^neae  of 
the  public,  in  such  a  manner  as  shall  tend   not  to  in- 

^  Political  Eamamy,  toI.  ii.  4th  ed.  p.  676. 
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crease  and   perpetuate,  but   to  correct,  that  helpless- 
ness.' 

It  is  obvious  that  these  opinions  were  specially 
directed  to  the  actual  condition  of  India,  with  the  ad- 
ministration of  which  Mr.  Mill  had  been  connected  for 
a  great  part  of  his  life  ;  their  wisdom  is  beyond  dispute, 
and  it  would  be  impossible  to  say  anything  more  to 
the  point. 

The  fiill  acceptance  of  Mr.  Mill's  principles,  when 
apphed  to  the  case  of  India,  leads  immediately  to  the 
conclusion  that  progress  should  be  sought  by  the 
application  of  the  superior  knowledge  and  resources  of 
the  State,  but  in  such  a  manner  as  gradually  to  accustom 
the  people  to  manage  their  own  affairs,  and  to  entrust 
them  with  such  management  as  soon  and  as  far  as  it  is 
practicable.  This  holds  true  in  dealing  with  economical 
as  well  as  with  political  matters.  To  speak  of  the 
operations  of  foreign  capitalists  in  India  as  though  they 
were  identical  with  the  spontaneous  working  of  what  is 
commonly  described  as  private  enterprise  in  our  own 
country,  is  a  manifest  confusion  of  thought,  and  every 
argument  based  on  such  an  assumption  necessarily 
involves  a  serious  fallacy.  The  intervention  of  great 
companies  of  foreign  capitalists,  having  their  seat  of 
business  out  of  the  country,  differs  little,  indeed,  in  its 
ultimate  effects,  from  the  establishment  of  a  strong 
foreign  despotism. 

Mr.  Mill  very  truly  impUes  that  the  proper  course 
to  follow  in  matters  such  as  these  must  depend  on  cir- 
cumstances of  time  and  place  and  other  varying  condi- 
tions pecuhar  to  each  case  ;  and  it  is  not  intended  in 
what  is  said  above  to  lay  down  any  absolute  or  invari- 
able rule  of  action.  Circumstances  formerly  led,  almost 
unavoidably,  to  the  general  employment  for  railway 
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constnu^oii,  of  eompanies  of  Btitibdi  capttafisto, 
tated  and  managed  in  England ;  and  it  may  2 
fotmd  desirable  to  make  use  of  oompanies,  thoi^ 
modified  conditions.  But  it  is  the  du^  of  Uh 
ifhen  acc^dng  this  fonn  of  agency  to  pitmde 
means  of  eyaitually  repkusing  it  by  a  truly  local 
national  system^  without  undue  coat  to  the  pal&; 
to  secure  at  the  same  time  for  India  the  greatest  praelifr' 
abkij^ian  of  the  profits,  the  whole  of  which  are  ili^ 
matel^  derived  firom  the  industry  of  the  people  idhA 
and  die  natural  resources  of  thdbr  country.  Hie  tne 
interests  of  India  demand  that  foreign  enterpriae  AtM 
be  resided  as  a  temporary  and  not  aa  a  permaBBit 
resource ;  and  so  &r  as  it  is  necessary  or  ezpedieat  to 
accept  such  aid,  this  condition  should  never  be  lost 
eight  of.  Even  in  &e  case  of  a  company  which  asb 
for  no  pecuniary  assistance  whatever  firmn  the  Static 
or  which  exclusively  employs  national  capital,  tlit 
mere  fact  of  authorising  it  to  undertake  such  a  work 
as  a  railway,  places  it  under  obligations  to  the  com- 
munity which  the  Government  is  bound  to  enforce. 
On  this  point  also  the  authority  of  Mr.  Mill  ^  may  be 
adduced. 

*  In  many  analogous  cases,'  he  says,  *  which  it  is  best 
to  resign  to  voluntary  agency,  the  community  needs 
some  other  security  for  the  fit  performance  of  the  ser- 
vice than  the  interest  of  the  managers ;  and  it  is  the 
part  of  the  Government,  either  to  subject  the  busine^.^ 
to  reasonable  conditions  for  the  general  advanUge,  or 
to  retain  such  power  over  it  that  the  profits  of  the 
monopoly  may  at  least  be  obtained  for  the  public.  Thii 
M^J>Ues  to  the  case  of  a  road,  a  canal,  or  a  railway.  Thes* 
hW  ^Iwnys^  in  ^  gre*^  d^ee,  practical  monopolies  ;  and 

>  JMkioQi  Ecmomf,  toL  iL  p.  667. 
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a  Government  which  concedes  such  monopoly  unre- 
servedly to  a  private  company,  does  much  the  same 
thing  as  if  it  allowed  an  individual  or  an  association  to 
levy  any  tax  they  chose,  for  their  omtu  benefit,  on  all 
the  malt  produced  in  the  country,  or  on  all  the  cotton 
imported  into  it.  To  make  the  concession  for  a  limited 
time  is  generally  justifiable,  on  the  principle  which 
justifies  patents  for  inventions;  but  the  State  should 
either  reserve  to  itself  a  reversionary  property  in  such 
pubUc  works,  or  should  retain,  and  freely  exercise,  the 
right  of  fixing  a  maximum  of  fares  and  charges,  and, 
from  time  to  time,  varying  that  maximum.  It  is 
perhaps  necessary  to  remark  that  the  State  may  be  the 
proprietor  of  canals  or  railways  without  itself  working 
them ;  and  that  they  will  almost  always  be  better 
worked  by  means  of  a  company,  renting  the  railway 
or  canal  for  a  Umited  period  from  the  State.' 

The  new  arrangements  made  for  working  the  East 
Indian  Eailway,  which  are  elsewhere  explained,  are  in 
substantial  accordance  with  these  last  suggestions. 
Some  extension  of  the  general  principle  they  imply 
appears  to  afibrd  the  best  solution  of  the  much-vexed 
question  of  how  to  secure  for  India  the  necessary  de- 
velopment of  railways,  with  a  minimum  of  Government 
interference  in  detail ;  the  legitimate  interests  of  the 
State,  and  of  the  capitahsts  whose  funds  are  required, 
being  at  the  same  time  guarded. 

Up  to  the  present  day  no  attempt  has  been  made  to 
carry  out  a  railway  in  India  without  Government  aid, 
and  it  remains  very  doubtful  whether  English  capitalists 
will  venture  to  invest  in  these  undertakings  otherwise. 
The  failure  of  the  irrigation  companies,  which  were 
unaided  or  very  shghtly  aided,  and  the  extremely  in- 
convenient and  costly  financial  burdens  they  have  occa- 
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sioned,  should  induce  caution  in  handing  over  to  a  pri- 
vate company  a  monopoly  which  the  interests  of  the 
pubUc  may  probably  force  the  Government  to  take  over 
on  very  disadvantageous  terms,  in  the  event  of  want  of 
success  in  the  enterprise  itself,  or  of  inability  of  the 
promoters  to  carry  it  out  to  completion.  There  can, 
however,  be  no  reason  why  any  substantial  scheme  for 
constructing  a  railway  on  a  true  basis  of  private  enter- 
prise should  not  be  favourably  received,  subject  to  such 
conditions  as  have  been  referred  to,  among  which  should 
invariably  be  found  an  arrangement  for  the  ultimate 
transfer  of  the  oMmership  to  the  State,  on  equitable 
terms. 

But  the  really  practical  question  for  consideration, 
after  all,  is  how  to  deal  with  those  cases  in  which  im- 
assisted  private  enterprise  is  not  forthcoming,  yet  in 
which  the  Government  considers  that  an  undertaking  is 
necessary  either  for  the  protection  of  the  country  from 
famine,  or  to  supply  requirements  of  other  sorts,  its 
cost  being  too  great  to  be  met  from  current  income. 
The  earliest  conception  was  to  offer  a  guarantee  of 
interest  on  the  capital  required ;  but  this  system  was 
deliberately  given  up  ten  years  ago,  and  until  the  pre- 
sent time  its  resumption  has  been  rejected  with  substan- 
tial unanimity.  It  now,  however,  has  reappeared  a5 
one  of  the  suggested  forms  of  action,  though  with 
some  pretence  of  disguise  under  the  much  abused  name 
of  private  enterprise. 

Of  the  objections  to  the  old  form  of  guarantee  it  is 
not  necessary  to  say  much.  Its  possible  results  are 
well  shown  by  the  position  of  such  an  undertaking  as 
the  Madras  Eailway.  The  original  share  of  100/.  has 
involved  the  Government  in  a  steady  net  yearly  charge 
of  about  2/.  lOs,  ;  wholly  by  reason  of  the  Government 
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guarantee  the  present  value  of  the  share  has  risen  to 
126/.,  and  this  sum  the  Government  may  eventually 
have  to  pay  to  the  shareholder  for  a  property  not 
worth  half  the  amount.  Under  a  system  of  guarantee 
of  mterest  on  capital  all  the  inducements  to  economy 
and  good  management  are  reduced  to  a  minimum.  But 
perhaps  the  worst  feature  of  this  system  is  that  it  offers 
a  constant  stimulus  to  the  companies  to  be  lavish  in 
their  expenditure  and  to  expand  their  capital.  In  the 
nature  of  the  case  the  stock  is  at  a  premium,  and  there 
must  therefore  be  a  certain  profit  in  adding  to  it.  The 
Government  is  always  at  a  disadvantage  in  any  discus- 
sion involving  its  financial  interests,  and  there  is  no 
real  power  of  enforcing  control  where  the  management 
is  not  incUned  to  acquiesce  in  it.  A  system  of 
guarantee  being  once  established,  it  is  impossible  to 
withdraw  from,  or  limit  it ;  capital  can  be  procured  on 
no  other  terms,  and  as  a  continued  expansion  of  the 
capital  is  unavoidable  with  the  progress  of  traffic,  the 
liabiUty  under  the  guarantee  goes  on  constantly  in- 
creasing. 

Comparing  any  possible  system  of  guarantee,  even 
for  a  limited  term  of  years,  or  on  a  limited  capital,  with 
State  construction  from  borrowed  funds,  it  may  confi- 
dently be  said  that  the  former  will  be  more  onerous 
than  the  latter.  The  refund  of  the  guaranteed  interest 
would  be  contingent  on  the  shareholders  receiving  a 
part  of  the  surplus  profits,  which  in  the  other  case 
would  be  all  taken  by  the  Government.  Again,  if  the 
line  be  made  by  the  State  it  becomes  State  property  at 
its  actual  cost ;  in  the  other  case,  if  a  power  of  purchase 
be  reserved  (which  should  be  considered  obligatory),  a 
considerable  premium  would  be  required ;  and  on  the 
transfer  of  the  property,  whatever   precautions  were 
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taken,  it  would  almost  certainty  liappea  tii«t  it 
be  found  in  a  less  satisfiu^tosry  oonditioii  tiuuiifilliC 
throughout  belonged  to  die  State.  In  the  onecMBil 
whole  character  of  the  works  and  the  general  seililt 
the  outlay  during  construction  la  ninder  tbe 
control  of  the  Goyemment ;  in  the  other,  the 
and  its  engineers  decide  all  questiona  of  thim  aoft^ 
are  likely  to  view  the  subject  in  a  yeiy  diftrant^jht 
Neither  could  it  be  hoped  that  any  fimitaticn  cf  fhi 
guanmtee  would  effectually  protect  the 
against  dangers  of  increased  expenditure  in 
of  a  sum  first  named  as  a  maximum  ;  for,  if  the  waAi 
were  not  completed  within  that  mATim^mj^  the  Goicni* 
ment  could  not  practically  compel  the  ixmxpuaw  It 
supply  the  requisite  funds  without  hdp ;  nor  ia  At 
event  of  any  other  fiulure  to  perform  the  contnek 
any  real  remedy  be  found  besides  that  of  taking 
sion  of  the  undertaking,  which  in  such 
would  infallibly  involve  a  considerable  sacrifice.  Hie 
history  of  the  Madras  Irrigation  Company  conveys  a 
serious  caution  in  this  direction  ;  and  that  more  diffi- 
culties of  the  same  sort  have  not  been  apparent  in 
dealing  with  the  railway  companies,  may  reasonably  be 
attributed  to  the  almost  complete  absence  of  restrictive 
clauses  from  their  contracts. 

It  is  then  to  be  earnestly  hoped  that  no  return  to 
the  old  and  very  objectionable  system  of  giving  i 
guarantee  of  interest  on  capital  Mrill  be  permitted,  and 
that  all  proposals  to  re-introduce  it  under  the  disguise  of 
aided  '  private  enterprise  '  may  be  wholly  rejected.  If 
private  enterprise  is  to  take  a  part  in  the  provision  of 
railways  for  India,  let  it  be  what  it  calls  itself,  and  noC 
something  else  under  that  designation.  Any  departure 
from  this  strict  rule  will  infallibly  lead  to  the  eventual 
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total  disregard  of  it ;  and  all  expectation  of  the  healthy 
operation  of  private  enterprise  truly  deserving  the 
name,  not  only  in  railway  construction  but  in  all 
directions,  will  be  still  further  indefinitely  postponed,  as 
it  certainly  has  hitherto  been  retarded,  by  the  continued 
grant  of  guarantees  of  interest  to  the  large  amounts  of 
capital  required  in  one  form  or  other  for  the  old 
guaranteed  railway  companies. 

The  exclusion  of  factitious  private  enterprise  does 
not,  however,  necessarily  involve  the  more  direct  forms 
of  State  construction  or  working,  and  least  of  all  the 
continuance  of  these  operations  under  the  immediate 
direction  of  a  central  department  of  the  Government  of 
India.  Though  the  transition  from  the  old  system  of 
guaranteed  companies  led  to  this  as  a  temporary 
expedient,  there  are  many  serious  objections  to  the 
railways  of  India  being  worked  as  parts  of  a  great  State 
department.  The  objections  to  State  construction 
are  less;  but  even  this  might  often,  with  advantage, 
be  relegated  to  other  agencies.  The  case  of  the  East 
Indian  Kailway  shows  that  the  agency  of  companies, 
under  a  lease  for  a  term  of  years,  may  be  employed 
advantageously  for  working  lines  owned  by  the  State ; 
and  there  is  no  apparent  reason  why  a  company  might 
not  also  be  employed  for  the  construction  of  railways 
with  capital  to  be  provided  by  the  State,  as  well  as  for 
their  subsequent  working. 

Local  efibrt,  as  elsewhere  mentioned,  has  already 
been  usefully  exerted,  and  would  without  doubt  have 
done  much  more  had  it  not  been  unfortunately  arrested 
at  the  outset.  To  it  all  reasonable  assistance  should  be 
given.  Economy  and  convenience  are  generally  secured 
by  placing  a  considerable  length  of  railway  under  one 
management ;  but  this  condition  will  often  be  counter- 
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balanced  bj  otherB*  and  too  great  weight  shnuM  i* 
be  attached  to  it.  "Wherevet  it  is  pos^dble,  local  » 
operation  should  be  sought  ui  some  shape,  and  tnM* 
worthy  persons,  having  a  knowledge  of  local  wants  oi 
resottrcea,  might  {profitably  be  associated  with  tk 
management,  or  with  the  GK)Temnicnt  control  whida 
every  case  would  be  exercised  in  !«>me  form  or  lo  tarn 
extent.  Another  plan  would  be  to  txiuduct  U» 
management  of  State  railways  iinil(^r  the  »upen*isiaB  4f 
suitable  pablic  boards  or  trostti,  suoli  as  have  been  «»- 
stituted  and  work  very  successfully  in  the  case  of  di 
ports  of  Calcntta  and  Bombay. 

As  to  the  other  class  of  objections,  those  band  m 
finanAJftl  considerations,  it  must  first  be  said  that  its 
betide  our  present  purpose  to  discuss  the 
less  ui^ency  of  the  demand  for  the  extensifm  of 
at  the  present  time.  The  argument  is  based  on  At 
assumption  of  urgen<7  (the  proofin  of  which  axe  to  W 
found  elsewhere),  and  what  concerns  us  here  is  to 
ascertain  the  relative  advantages  and  disadvantages  of 
different  ways  of  meeting  the  demand. 

It  is  extremely  difficult  to  understand  how  tlx 
assertion  can  be  supported,  that  the  poUcy  of  borrowing 
to  construct  public  works,  ueceBsarily  or  probaUj 
involves  results  which  must  be  ruinous,  or,  at  the  least, 
mischievous.  To  make  the  assertion  is  of  course  eafv. 
and  if  its  frequent  and  loud  reiteration  could  prove  it 
to  be  true,  nothing  more  need  be  said  on  the  subject 
But  there  has  been  no  attempt  made  to  support  it  hj 
fact.  On  the  other  band,  the  evidence  which  has  beta 
repeatedly  brought  forward  for  some  years  past,  sod 
which  is  again  presented  in  this  volume,  of  the  resnh* 
of  experience  up  to  the  present  time,  conclusively  esli- 
blishes  the  certain  and  great  finaucial  advantage  whick 
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has  actually  been  derived  from  the  prosecution  of 
public  works  with  money  directly  borrowed  or  applied 
under  a  guarantee  of  interest  by  the  State. 

And  it  is  a  point  of  great  importance  in  considering 
this  with  reference  to  the  future,  to  bear  in  mind  that 
the  obhgations  imposed  on  the  Government  under  the 
original  contracts  with  the  guaranteed  companies,  were 
extremely  onerous,  so  that  it  is  certain  that  in  whatever 
form  the  Government  might  undertake  the  construction 
of  railways,  its  habilities  would  be  far  less  heavy,  even 
after  taking  account  of  the  circumstance  that  the  old 
main  hues  occupy  the  richest  districts,  and  would  enjoy 
a  larger  traffic. 

That  the  pohcy  of  borrowing  for  the  prosecution  of 
pubhc  works  has  not  created  a  burden  on  the  revenues, 
is  no  mere  statement  advanced  on  the  personal  authority 
of  individuals  which  might  be  discredited.  It  is  esta- 
blished on  facts  authenticated  by  the  independent  testi- 
mony of  the  published  accounts,  which  cannot  be  set 
aside  by  any  mere  denial  of  their  accuracy,  unsupported 
by  specific  evidence  to  the  contrary.  It  has  been 
shown  in  the  present  volume,  from  the  facts  thus  re- 
corded, that,  so  far  from  this  policy  having  caused  any 
such  burden,  its  financial  success  has  been  complete ; 
that  not  only  has  there  been  no  increase  in  the  public 
burdens  through  its  operation,  but  that  those  burdens 
liave  been  largely  diminished  ;  that  the  expenditure  on 
railways  and  canals  has  been  in  the  highest  degree 
profitable  to  the  country ;  and  that,  while  some 
140,000,000/.  of  borrowed  money  has  been  invested 
in  these  works,  the  net  charge  on  account  of  the 
public  debt  has  been  reduced  in  the  last  twelve  years 
l)y  nearly  3,500,000/.  a  j^ear.  The  total  net  charge  for 
interest   on  debt  and  productive  public  works  outlay 
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of  every  description  does  not  exceed  3,100.000/.  outcJ 
a  net  revenue  amountinfj;  to  4 3,7 •00,000/.  The  gr» 
rharge  for  debt  is  G,  100,000/.  aga'mst  a  prwss  reswjw 
of  68,000,000/. — or,  say,  9  per  cent.  Even  uidudin; 
the  whole  interest  on  the  guaranteeil  eapiinl,  the  toul 
possible  liability  of  the  State  nn  tlieauppa'rilion  thit  iht 
imblie  works  produi'ed  nolhing,  would  nnt  be  mnn 
than  15  per  cent,  of  the  grass  revenne.  TIic  rli»rj» 
for  debt  in  our  own  country  is  29,000,000/.  upaa 
a  groHS  revenue  of  85,000,000/.,  or  34  per  et-nL  It  b 
al»o  a  fart  completely  estiiblii>lied,  thai  the  credit  oflbe 
Government  has  not  been  injuriously  aflected  by  i\t 
borrowing  for  publi<:  workii  durinfir  the  Inst  Ion  ycm 
Thu  rate  of  interest  is  now  lower  than  it  ever  W 
been  l>efore,  iHith  in  England  and  India,  and  m 
dilHculty  has  been  experienced  in  obtutiiing  the  stuM 
needed.  So  far,  then,  as  past  experience  aRbrd^  a  pak, 
it  may  safely  be  said  that  n  judicious  coniinuance  of  tb 
policy  adopteii  in  the  time  of  Tjord  May*),  is  not  in  ti* 
least  likely  to  lead  to  inconvenient  financial  resulu  here- 
after. 

As  to  the  suggestion  that  rather  than  borroir  vf  i 
should  do  better  to  rely  wholly  on  resources  obtainel  i 
from  the  current  revenue,  two  things  mupt  be  w-  I 
marked.  First,  to  carry  out  necessary  works  of  per-  I 
mancnt  improvement  from  income  alone,  is  in  the  nattut  | 
of  things  impossible  in  India,  as  it  is  every  where  eiie  j 
Accumulated  capital  must  be  applied  to  the  task  b  , 
some  shape,  either  at  the  risk  of  the  State,  or  of  prinlt  I 
perscins.  Secondly,  tlie  actual  condition  of  India  it  I 
certainly  not  one  in  which  any  justification  can  befom^  | 
for  adding  to  the  burdens  of  present  taxation  for  tk 
purpose  of  giving  advantages  to  a  future  geDenlM 
Nor  can  we,  with  this  object  in  view,  justly  postpraie  cr 
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give  up  reductions  of  present  taxation  which  otherwise 
would  be  practicable,  and  which  are  of  immense  import- 
ance in  the  interests  of  progress  in  all  directions.  It 
has  already  been  pointed  out  that  the  benefits  secured  by 
the  extension  of  railways  will  certainly  be  much  greater 
some  years  henc<3  than  they  can  be  while  the  works  are 
under  construction,  or  in  an  immature  condition,  or  so 
long  as  the  country  is  uninstructed  in  their  use.  To 
require  their  cost  to  be  defrayed  from  the  revenues  of 
the  year,  to  any  considerable  extent,  would  be  most  un- 
just to  the  present  taxpayers,  who  will  only  partially 
reaUse  their  benefits.  It  is  strictly  in  accordance  with 
public  equity,  good  sense,  and  sound  finance  to  call  in 
the  credit  of  the  State  for  the  purpose  of  distributing 
over  a  series  of  years  the  burden  of  providing  these  great 
works  of  permanent  improvement.  There  is  no  esta- 
blished fact  which  supplies  a  ground  for  the  assertion 
that  there  is  a  present  tendency  to  add  to  the  actual 
burden  of  the  public  debt.  Those  who  aflfirm  this 
commit  the  absurdity  of  disregarding  the  income  obtained 
from  public  works  in  estimating  the  charge  which 
has  been  incurred  for  their  construction.  It  is  no 
doubt  necessary  to  do  in  the  ftiture  what  was  done  in 
the  past,  namely,  to  be  careful  that  the  net  charge  for 
public  works  executed  from  borrowed  money  is  not 
permitted  to  go  beyond  what  the  revenues  can  bear. 
To  allege  that  the  adoption  of  this  principle  is  opposed 
to  public  policy  because  the  charges  cannot  be  so 
regulated,  and  because  no  proper  control  can  he 
exercised  over  them,  is  in  flagrant  opposition  to  the 
experience  of  the  last  ten  or  twelve  years,  which  shows 
that  the  exact  reverse  is  true,  and  that  such  a  control  has 
been  exercised,  with  the  result  of  a  great  improvement 
in  the  financial  position. 

£  c  2 
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The  regulation   of  the   expenditure    of    borrowed 
money  on  public  works  by  a  consideration  of  the  net 
interest  charge  incurred  after  setting  off  the  income  of 
the  works,  in  relation  to  the  available  revenues,  and 
treating  any  such  excess  charge  as  a  part  of  the  current 
expenditure  of  the  year,  has  a  complete    economical 
justification.    The  position  of  the  Government  in  carry- 
ing out  works  of  permanent  improvement   is    by  no 
means  that  of  the  ordinary  capitalist,  nor  can  its  action 
be  properly  determined   by  the   same  considerations. 
The  capitalist  looks  only  to  the  direct  money  return 
obtained  from  his  investments.     The  Government,  no 
doubt,  cannot  disregard   the   money  return    from  its 
undertakings,  but  its  essential  object  is  the  improvement 
of  the  public  estate.     Altogether,  apart  from,  and  be- 
sides the  direct  returns  obtained  from  works  and  rail- 
ways, the  improvements   in  the  country   which  they 
cause  have  a  very  real  and  a  very  large  value,  though 
this  is  not  susceptible  of  being  defined  by   a   money 
standard,  and  can   find  no  place  in  any  financial  state- 
ment.    So  long,  then,  as  proper  care  is  taken   that  tlie 
investments  of  borrowed   money  do  not   i)ermanent]y 
increase  the  public   burdens,  the  payment  of  interest 
on  capital,  while  such  works  are  not  directly  profitable, 
becomes  a  legitimate  charge  against  the  general  reve- 
nues, in  consideration  of  the  indirect  benefits  which 
they  secure. 

Tn  the  present  condition  of  India  the  considerations 
which  support  the  conclusion  that  it  is  important  to 
reduce  the  public  debt,  are  almost  exclusively  political. 
Viewed  financially,  and  in  tlie  interests  of  India  itself, 
tlio  char<zc  for  debt  is  not  serious.  ]5ut  it  is  certainly 
inexpedient  in  the  interests  of  England  to  encourage  the 
unlimited   expansion  of  the  debt  of  India,  which    must 
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be  80  largely  held  in  England.  It  is,  no  doubt,  very 
difficult  to  fix  attention  on  possible  dangers  of  that  in- 
definite future  when  India  may  cease  to  be  a  British 
dependency,  and  on  the  risks  of  a  failure  of  the  income, 
derived  from  large  investments  of  Enghsh  capital  in 
works  or  securities,  dependent  on  India  for  its  realisa- 
tion. But  these  dangers  and  risks,  though  distant, 
should  not  be  left  out  of  sight. 

Hence  it  will  be  a  step  in  the  right  direction  to  ac- 
quire for  India  the  full  property  in  its  great  public 
works,  and  as  far  as  practicable  to  apply  their  surplus 
income  to  the  discharge  of  the  capital  outlay  they  have 
involved.  But  the  obligations  on  the  Government  to 
place  the  country  in  a  secure  position  for  meeting  the 
terrible  disasters  in  the  shape  of  famine,  to  which  it 
is  still  subject,  are  paramount.  Until  this  end  has 
been  attained,  every  other  object  should  be  regarded  as 
secondary. 

The  need  is  urgent  of  securing  a  sound  fiscal  system 
for  the  future,  of  adjusting  more  equitably  the  burdens 
on  the  people,  and  of  freeing  the  springs  of  wealth  by 
removing  existing  obstacles  to  the  expansion  of  trade. 
To  attain  all  these  objects  a  strong  financial  position  is 
necessary.  It  is  only  with  an  assured  surplus,  derived 
from  a  revenue  fairly  contributed  by  all  classes  of  the 
community,  that  the  remission  of  objectionable  taxes, 
and  a  prudent  discharge  of  the  public  debt,  can  be 
secured  without  interfering  with  the  provision  of 
material  improvements  essential  for  present  safety  and 
future  progress. 

The  necessity  for  restricting  the  expenditure  to  tne 
smallest  sum  that  will  provide  efficient  works  is  obvious. 
The  magnitude  of  the  task  to  be  accomplished  in  rela- 
tion to  the  available  means  at  our  command,  should 


4*22  Fl-N'AiXES   A\D    PUBLIC   WORKS   OF    I.VDIA. 

enforce  the  strict  limitation  of  tlie  projects  accepted  fof 
execution,  to  what  is  essential  to  meet  the  requimMOts 
of  sound  construction  and  provide  for  a  modenlt 
traffic  ;  everything  beyond  tins,  wliethcr  of  luxiinr,  w 
in  anticipation  of  futme  wants,  should  bo  ptMitponcd  or 
discarded. 

Complications  have  by  degrees  been  introdooed 
into  the  rules  under  which  borrowed  money  is  applied 
to  public  works,  which  are  merely  mischievous  ud 
misleading,  and  the  sooner  the  original  simple  plan  if 
reverted  to  the  better  it  will  be.  This  plan  was  to  tnst 
alike,  in  deahng  with  their  income  and  charges,  aB 
Works  of  the  same  actual  character,  irrespective  of  the 
sources  which  supphed  the  funds  required  for  that 
construction,  and  to  determine  the  extent  to  wbidb 
funds  should  be  obtained  by  borrowiutr,  on  a  constdcti- 
tlon  of  the  urgency  of  the  demand,  and  of  the  ca[iadi^ 
of  the  revenues  to  meet  the  charges  for  intereBt  in  ec- 
cess  of  the  anticipated  income  of  the  whole  of  the 
works.  Considerations  which  properly  arise  in  respect 
of  the  manner  of  obtaining  the  funds  for  construction, 
have  no  legitimate  bearing  on  the  subsequent  financial 
treatment  of  the  works  when  constructed.  Purely 
technical  distinctions  have  now  been  created  betwe«i 
works  called  '  productive/ '  protective,'  and  others,  which, 
having  identically  the  same  actual  characters,  are  calkil 
neither  the  one  nor  the  other.  Those  works  are  held 
to  be  '  productive,'  and  are  exclusively  carrie<l  out  with 
borrowed  funds,  which  are  estimated  to  yield,  in  a  time 
arbitrarily  fixed,  an  arbitrary  rate  of  profit,  on  an  outlay 
also  estimated  on  arbitrary  rules.  Other  works,  abso- 
lutely identical  in  every  respect,  excepting  that  they 
cannot  be  brought  within  tJicse  precise  limits,  but  will 
presumably  afford  protectiou  against  famine,  have  been 
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called  *  protective '  and  may  be  constructed  out  of 
revenue  only.  Nor  is  this  all ;  for  works,  still  identical 
in  essentials,  though  not  requiring  borrowed  money  for 
their  execution,  nor  calculated  to  give  special  protec- 
tion against  famine,  fall  into  another  category.  Differ- 
ent rules  are  laid  down  for  the  sanction  and  treatment  in 
the  accounts  of  these  various  classes  which  are  undis- 
tinguishable  in  any  other  way.  The  'productive*  work 
may  quite  possibly  give  a  smaller  net  return  than  the 
*  protective ' ;  and  it  has  even  happened  that  different 
portions  of  the  same  railway  have  fallen  with'm  different 
classes. 

Such  a  system  makes  it  extremely  difficult,  even 
for  those  most  famiUar  with  it,  and  conversant  with 
the  actual  position  of  the  various  works,  to  acquire  a 
proper  insight  into  their  operation ;  while  to  others,  the 
result  is  hopeless  confusion.  It  may  perhaps  appear 
incredible,  but  it  is  true,  that  under  the  existing 
rules,  strictly  applied,  the  East  Indian  Railway  would 
have  been  proscribed,  and  the  construction  of  the 
Ganges  canal  would  have  been  impossible ;  nor  is  it 
wonderful  that  these  artificial  barriers  are  disregarded, 
however  demoralising  the  practice,  whenever  the  su- 
preme controUing  authority  desires  to  find  a  plausible 
excuse  for  doing  so. 

It  can  hardly  be  too  often  or  too  plainly  repeated 
that  no  real  safeguard  against  the  waste  of  the  public 
resources  is  to  be  found  in  the  multiplication  of  restric- 
tions, which  may  wholly  arrest  the  expenditure,  but  are 
powerless  to  control  its  economical  application  ;  nor  in 
estabhshing  checks  exercised  upon  estimates  only,  by 
distant  authorities — the  Government  of  India  and  tl  e 
Secretary  of  State — who  can  have  but  an  imperfect 
knowledge  of  local  wants  and  capacities.     No  provision 
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is  thus  made  for  guarding  against  the  actual  conse- 
quences of  error,  nor  for  obtaining  any  self-acting  system 
of  check  which  shall  throw  back  the  burdens  of  ill- 
considered  expenditure  on  those  who  recommended  it. 

The  true  method  of  obtaining  the  requisite  securities 
ill  this,  as  in  all  other  public  expenditure,  is  to  substi- 
tute for  a  merely  restrictive  financial  policy  directed  by 
a  centraUsed  authority,  one  based  on  the  recognition  of 
"the  efficacy  of  local  responsibihty.  The  expansion  of 
provincial  financial  authority  would  secure  such  a  result. 
A  healthy  constitutional  sense  of  responsibility  would 
be  established  which  should  ensure  the  efficient  per- 
formance of  all  local  administrative  services,  and  the 
punctual  discharge  of  all  local  liabilities,  without  the 
interference  in  details  of  a  central  authority.  It  would 
be  easy  to  define  the  limits  beyond  which  the  provincial 
revenue  might  not  be  charged  by  reason  of  interest  on 
liorrowed  capital,  and,  that  limit  being  reached,  outlay 
should  be  stopped  imtil  by  an  increase  of  income  or 
reduction  of  expenditure  an  available  margin  had  been 
restored.  Arrangements  could  be  made  for  the  dis- 
charge year  by  year  of  a  fixed  proportion  of  the  debt 
incurred  for  carrying  out  local  improvements,  so  tliat 
the  burden  of  their  first  cost  miglit  be  distributed  over 
a  term  of  years,  while  tlie  indefinite  accumulation  of 
liabilities  would  be  prevented.  The  whole  of  the 
cliarges  and  income  of  tlie  works  being  localised,  the 
provincial  revenues  would  reap  the  advantage  of 
economy  and  good  management,  while  the  consequences 
of  insulRcicnt  estimates  or  otlier  deficiencies  would  be 
immediately  brought  home  to  those  responsible  for 
them. 

Eeasons  have  elsewliere  been  mven  for  recrardin^ 
the  State  income  derived  from  railways,  as  one  of  the 
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certain  and  growing  sources  of  revenue  which  it  is  of 
the  greatest  importance  to  retain  and  develop,  and  the 
hope  may  again  be  expressed  that  it  vnQ.  not  be  endan- 
gered by  rash  departure  from  a  poUcy  which  has 
already  given  such  substantial  proofs  of  its  wisdom. 
Doubtless  the  railways  should  not  be  worked  with  a 
view  to  obtaining  from  them  any  excessive  income,  or 
more  than  may  fairly  be  asked  in  return  for  the  ser- 
vices rendered.  In  fact  increasing  receipts,  and  rela- 
tively reduced  expenses,  will  follow  only  on  a  moderate 
tariff,  of  which  the  evidence  is  as  complete  in  India  as 
elsewhere. 

Little  further  remains  to  be  said  on  these  matters. 
Although  the  public  interests  imperatively  demand  that 
the  great  works,  to  which  special  reference  has  now 
been  made,  should  be  retained  by  the  State  as  public 
property  for  the  benefit  of  the  people  of  India,  it  is  im- 
possible to  doubt  the  inestimable  importance  of 
encouraging  the  application,  by  private  enterprise,  of 
EngUsh  capital  to  purposes  of  Indian  improvement. 
There  is  ample  and  almost  boundless  scope  for  such 
investments  in  undertakings,  the  successful  prosecution 
of  which  is  incompatible  with  Government  interference 
in  any  shape,  and  in  respect  to  which  complete  freedom 
of  action  is  as  essential  in  the  public  interest,  as  is  State 
control  in  the  case  of  railways  and  canals. 

Full  explanations  have  already  been  given  regarding 
the  development  of  provincial  financial  responsibility ; 
and  among  the  subjects  discussed  in  this  volume,  there 
is  assuredly  none  of  greater  practical  moment.  On 
one  of  its  aspects,  however,  something  remains  to  be 
said.  It  is  one  of  the  present  inevitable  conditions  of 
Indian  administration  that  it  should  be  almost  entirely 
free  from  the  immediate  control  of  what  is  commonly 
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described  as  public  opinion.  To  some  small  extent,  in- 
deed, this  may  be  said  to  operate  in  the  local  legislative 
councils,  on  the  branch  of  business  which  is  there  con- 
ducted. But  in  respect  ta  the  public  expenditure,  it 
still  has  to  be  called  into  action.  There  is  no  portion 
of  the  work  of  administration  in  which  the  expression 
of  public  opinion,  even  if  it  were  not  always  inteUigent, 
would  be  more  useful,  and  measures  by  which  it  could 
be  encouraged  and  called  forth  would  not  only  be 
beneficial  to  the  local  government,  but  valuable  as 
steps  in  political  education.  The  larger  authority 
which  is  now  vested  in  the  local  governments  in  finan- 
cial matters,  would  gain  in  efficiency  if  exercised  with 
increased  pubhcity,  and  local  discussion  by  a  body  not 
wholly  composed  of  officials  would,  no  doubt,  prove  in 
India,  as  elsewhere,  to  be  an  important  aid  to  the 
economical  administration  of  the  finances. 

Nothing  could  be  more  fooHsh  than  to  attempt  to 
create  assemblies  having  plenary  power  over  the  public 
income  and  expenditure.  India  is  not  a  country  for 
such  experiments.  What  is  really  to  be  desired  is  not 
to  weaken  tlie  action  of  authority,  but  to  take  a  step 
towards  tlie  formation  of  a  public  opinion  whicli  shall 
assist  tlie  responsible  Government  for  tlie  advancement 
of  j)rovincial  and  local  objects.  Checks,  which  under 
different  social  and  political  conditions  are  useful  and 
necessary,  Avould  be  wholly  out  of  place,  and  the  object 
in  view  could  probably  be  safely  obtained  by  creating 
local  consultative  bodies,  before  which  would  be  placed 
every  year  the  provincial  budget  estimates  of  receipts 
and  expenditure.  The  local  government  Avould  be  ex- 
pected to  set  these  forth  in  detail,  and  to  explain  any 
portion  of  the  estimates  the  policy  of  which  was 
challenged.      Such    a    body   should    contain   the    chief 
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executive  officers  of  the  local  government,  together 
with  non -official  persons  of  local  knowledge,  weight, 
and  inteUigence.  PoUtical  discussion  should  under  no 
circumstances  be  permitted,  the  business  being  re- 
stricted to  the  consideration  of  the  estimates,  so  far 
as  they  lie  within  the  limits  of  the  authority  of  the 
local  government.  The  existing  constitutional  law  of 
India  entrusts  all  questions  of  taxation  to  the  final 
decision  of  the  Government  of  India,  and  no  infringe- 
ment of  this  rule  should  be  permitted.  Further,  to 
prevent  misconceptions  as  to  the  scope  of  the  func- 
tions to  be  performed,  it  would  be  inexpedient  to 
entrust  them  to  the  existing  local  legislatures,  or  to 
combine  with  those  legislatures  such  bodies  as  those 
which  it  has  now  been  proposed  to  create. 

The  relation  of  the  Government  of  India  to  the 
general  financial  administration  of  the  whole  country 
is  so  entirely  different  from  that  which  subsists  between 
the  local  governments  and  their  financial  administiation, 
that  no  true  analogy  can  be  established  between  them ; 
the  chief  arguments  which  go  to  support  such  pro- 
posals as  have  been  made  in  respect  to  the  provincial 
governments  are  therefore  inappHcable  in  the  case  of 
the  Government  of  India.  No  corresponding  body 
could  possibly  be  created  in  connection  with  the 
Supreme  Government. 

Among  the  .other  subjects  already  treated  at  some 
length,  there  are  some  of  exceptional  importance,  in 
relation  to  which  the  pohcy  adopted  in  the  immediate 
future  is  likely  to  have  dominant  influence  on  the  fiscal 
history  of  India. 

Some  advance  has  been  made  towards  the  more 
equitable  adjustment  of  the  public  burdens,  by  giving 
greater  rehef  to  the  poorer  classes,  and  placing  a  fairer 


428  FINANCES  AND   PUBLIC  WORKS   OF    INDIA. 

share  on  the  rich.  This  is  an  object  of  incontestable 
importance,  and  for  its  more  complete  attainment  the 
present  improved  condition  of  the  finances  offers  fi-esh 
facilities.  It  would  be  a  great  misfortune  if  the  surplus 
revenue,  which  has  now  been  secured,  were  applied 
otherwise  or  dissipated.  To  abandon  the  measures 
which  have  been  taken  for  the  partial  redress  of  these 
inequaUties,  such  as  the  licence  tax  on  the  most 
wealthy  class  of  traders,  and  the  cesses  on  the  land  in 
Bengal,  would  be  to  sacrifice  ground  gained  with  diffi- 
culty in  a  most  just  cause. 

But  it  is  not  to  be  concealed  that  there  are  powerful 
influences  in  operation,  seeking  such  a  movement,  and 
that  strenuous  efforts  will  be  required  to  resist  it,  and 
to  secure,  instead,  the  further  remission  of  those  burdens 
which  still  weigh  in  undue  proportion  on  the  great 
mass  of  the  population.  Among  such  burdens  should 
be  specially  named  the  Salt  duties.  It  has  been  shown 
in  this  work  liow  successful  have  been  the  measure? 
already  taken  for  their  reduction,  and  how  essential  it 
is,  iu  the  interests  of  the  peo])le  and  the  finances,  that 
those  measures  should  receive  a  further  and  iari,^e 
development. 

Not  less  ^rrave  are  the  considerations  which  demand 
the  early  remission  of  all  imposts  on  trade.  To  ensure 
the  application  of  the  capital  which  India  requires 
for  lior  proper  development,  involving  as  this  does  the 
continued  growth  of  the  foreign  remittances,  already 
so  large,  wider  markets  will  be  necessary  for  her 
increased  and  more  valuable  produce,  and  these  can 
only  be  profitably  found  in  combination  with  a  corre- 
sponding expansion  of  her  import  trade.  The  condition? 
under  which  lier  further  progress  is  possible,  demand 
the  most  complete  removal  of  all  obstacles  to  the  freedom 
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and  growth  of  her  commerce,  both  fiscal  and  material. 
How  she  responds  to  the  removal  of  such  obstacles  is 
illustrated  in  a  remarkable  manner  by  the  sudden 
creation  of  the  wheat  trade,  following  immediately  on 
the  remission  of  the  export  duty,  and  the  opening  up 
by  railways  of  the  irrigated  wheat-producing  districts. 

Improvement  in  the  material  condition  of  the  people 
of  India,  without  which  no  other  forms  of  progress  can 
be  assured,  is  to  be  obtained  only  through  an  accumu- 
lation of  wealth  accompanying  a  steady  development 
of  the  foreign  trade.  The  means  of  accomplishing 
this  are  obvious  and  quite  within  our  reach ;  if  we 
fail  to  provide  them,  we  fail  to  fulfil  a  most  imperative 
duty  of  the  governors  to  the  governed.  These  means 
lie,  as  this  volume  seeks  to  establish,  in  an  intelligent 
extension  of  the  great  pubHc  yorks  which  the  country 
requires,  whereby  will  be  ensured  its  future  well-being, 
and  the  continued  prosperity  of  its  finances. 
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CONTAINING  TABULAR  STATEMENTS  OF  THE  PRINCIPAL  ELE- 
MENTS OF  THE  PUBLIC  REVENUE,  EXPENDITCRE,  AND 
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4.  Gross  disbursements  and  re- 
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9.  Correction  of  Productive 
public  works  account  for 
Railway  Loss  by  Exchange. 
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Statement  No.  I,— -General  CamparistmnffM 


Hi-fttl  of  Account 

186»-70 

1870-71 

18n-72 

1872-73 

187341 

1.  Gross  revenue  .... 

2.  Gross  expenditure     . 

£ 

56.243,003 

56,124,334 

£ 
56,559,337 
65,076,347 

£ 
56.451.028 
53.326.851 

£ 
56,617.394 
54,851,722 

£ 

57,76MTI 
59,57ayHt 

3.  Gross  surplus  or  deticit     . 

118,669 

1,482,990 

3,124,177 

1,765,672 

i^(nm 

4.  Net  expenditure   on  Afghan  | 
war,      including     frontier  n 
railways        ...        J 

6.  ISurplus  or  deticit,  excluding! 
line  4     .        .        .        .       j 

118,669 

1,482,990 

3.124,177 

1,766,672 

imm 

6.  ExiH?nditure  on  famine  relief 

83,230 

448 

5,531 

763 

3.87M» 

7.  {Surplus  or  deficit,  excluding  1 
also  line  6     .         .         .       / 

201,899 

1,483,438 

3,129,708 

1,766,435 

2,069i4» 

8.  Assets  of  military  funds  cie- 1 

dited     ....       J 

9.  Loss   of  exchange  saved  byl 

short  remittances          .       / 

10.  Excess  or  deficient  expendiO 

ture    charged    on    Bengal  J 

opium   ....       J 

244,953 
75,323 

3^,097 

472,329 
190,273 

331,308 
78,189 

495.749 

252,505 
S2,497 

41,190 

36Mn 

11.  Total  lines  8  and  9,  less  line  10 

282,179 

575,717 

905,246 

261.198 

.30Mlf 

12.  Surplus  or  deticit,  excluding ) 
also  line  11    .        .        .       / 

6o,e^o 

907,721 

2.224.462 

1,505,237 

1.76(U» 

Statement  No.  2.— 

Xf-t  Petmm 

Hear!  of  Account 

180D-70       1       1870-71 

1 

1871-72 

w^i'i-n 

{(i).  Land  revenue,  excluding:  capitation  tax  . 

{by  Tributes  and  contributions  from  native  "I 

states     ......        j 

(<•).  Forests      .         .    • 

{(i).  Opium        ....... 

(r).   Miscellaneous    ...... 

£ 
20,811,905 

765,126 

i:,s.8:)4 

6,132,387 
141.606 

£ 
20,335,678 

719,421 

77,3.50 

6,031,034 

'i<9,044 

£ 
20,267,532 

744,0.36 

151.066 

7.657,187 

134.868 

£ 
21,05l,4$6 

741,4<5 

17U90 
6.870,4U 

7S,in 

Total  revenue  other,  tlian  taxes 

2S,0()'.»,S78 

26,774.431) 

28,95  l,68i* 

28,76»,i08 

(/).  Excise  on  spirits  and  drugs 
(//).  Capitation  tax  . 

(/f).  Asses.stnl  taxes 

(?').  Provincial  rates 

(/).  Customs    ....... 

(A).  Salt  ........ 

(/).  Stamps  and  registra' ion    .         .         .         . 

1,991,039 
201,395 
1,026,400 
1,2.35,496 
2,167,797 
5,462,.^.01 
2,2SO,670 

2,079,853 
202.727 
1,988,023 
1,.^03,602 
2,353,555 
5,(586,330 
2,391,883 

2,231.238 
203.647 
797,208 
1,579,007 
2,341.449 
5.456.066 
2,387,314 

2,18ftXM 
211,411 

BBwm 

l,81Mlt 
2,40M» 

5,64MM 

2,541,01l 

Total  taxes          ...... 

14,3():.,21»S 

I6.(M)."),"»78 

14,995,928 

15.391,141 

Total  net  revenue      ..... 
Total  net  exi>enditure  (StateMicnt  3) 

42,,37r),176 
42,418.230 

42.780,417 
41,769,.3()8 

1.011,109 

43,9.'.0,617 
41,152.217 

44,16a74l 
42,64Mlt 

Net  siiri)lus  or  deticit         .... 

.;.y,a;.; 

2,798.400 

1.511,190 

Add    assets  of   military  Juiids   and  de- 1 
duct  war  and  fjiniine  expenditure         / 

161,723 

471,881 

325,777 

351,741 

Surphisor  deficit  as  in  Satement  1,  line  3 

118,669 

1,482,990 

3.121,177 

1.766,<71 

'^.V..  Figures  in  Italics  slgaiff 
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Herenw  and  Erprnditure  from  1869-70  tv  1HS0_81. 


1 

1874-76 

1876-76 

1876-77 

1877-78 

1878-79 

i87»-ao 

EKtiniHte 
1880-^1 

ToUl 

1 

£ 
50,121,089 

58,801,892 

£ 
60.158,03ft 
68,489.090 

£ 
59.227.5.33 

61,410,311 

£ 
62,073.94S 

66,617.03r. 

£ 

65,201,569 
63,167,323 

£ 

68.484,666 
69.667,615 

£ 
70,78:V,«1.'. 
77.003,.38i; 

£ 
728,687.38 

733.109,74 

■ 

819,197 

1,668,945 

e,iSS,776 

3^43.0^7 

2,034,246 

1,1S2,94^ 

6.219.76: 

4.42^^6, 

■ 

676,219 

6,100,474 

11,295,660 

18.072.35 

\ 

819,197 

1,668,945 

S,iS2J7S 

3^43,067 

2.710,465 

4,917,525 

5,075,893 

13.650.0(1 

\ 

8,242,961 

601,966 

2,145,431 

5,366.876 

31.H.420 

103.990 

47,281 

14.7HH.811 

2,562,158 

2,270,911 

S7M7 

1.823.788 

3,023,885 

5,021,515 

5,123,174 

2M3S,8i; 

862,178 
284,087 

413,627 
82,559 

S44r4S4 

283,270 
299,831 

7SS,7S2 

281,688 
724,083 

687,4^3 

349,940 
512,7^ 

422.422 

213,943 
81.662 

268,126 

27,000 
415,132 

58,237 

3,599,212 
1,773,42: 

1,073^9i 

277,833 

251.762 

205,631 

318,288 

259.616 

563.731 

500.^69 

4,29Sl.34< 

2.284,325 

2,019,149 

168,304 

1.605,500 

2,764,269 

4.457,784 

4,622,805 

24,139,47! 

ftr9m  1869-70  to  1880-81. 

187t-74 

1874-76 

1876-76 

1876-77 

1877-78 

1878-79 

187^-W 

E«rim*te 
18M>-81 

20,772,672 

768,544 

231,458 
6,823,395 

95.000 

£ 
21,036,606 

724,972 

152,073 

6.214,782 

627,660 

£ 
21,212,412 

726,188 

274,551 

6,252,026 

242,678 

£ 
19,577,827 

694,934 

1.56,.373 

6,280,781 

90,794 

£ 
19,741,198 

675,120 

236.036 

6,521.3.37 

84.570 

£ 
22,187,183 

703,660 

149,451 

7,699,032 

25,S72 

£ 
22,125,807 

702,451 

208.9.33 

8,249.808 

55  313 

£ 
21,414,000 

751,000 

223.000 

8,466.000 

31.000 

28,191,069 

28,756,093 

28,707.855 

26,800,709 

27,258,261 

30,70  ;,19J< 

31.2:;i.686 

30.8^5,000 

2,189,011 
221,829 
29,517 
1,740,840 
2,374,090 
5.651,482 
2.635,792 

2,252,669 
228,364 
17.382 
1.785,167 
2,422.114 
5.732,371 
2.649,704 

2,403,809 
222,440 
14,336 
1,788.112 
2,470,391 
5,699,483 
2.740,363 

2,426,506 
235,707 
14.063 
1,839,567 
2,220,028 
5,786,526 
2.756,761 

2,356,424 
241,065 
96,898 
2,205,357 
2,348,729 
5,874,071 
2.935.702 

2.526,575 
252,237 
837,312 
2.544,507 
2,060.905 
6,503,031 
3.065,.378 

2,714.064 
261.117 
696.651 
2.826.662 
2,026.513 
6,895.713 
.3.149.358 

2,967.000 
266.000 
497,000 
2,731,000 
2.269,000 
6,573.000 
3,243,000 

14.842.561 

15,087.771 

15,338,934 

15,279,168 

16,058,246 

17,788,945 

18,569.978 

18.546.000 

43.033,630 
41,830,846 

43,843.864 
41,648.884 

44,046,789 
42,189,505 

42,079.867 
42.400,484 

43,316,507 
41,774,407 

48,494,143 
45.820.198 

49.801,664 
44.994,092 

49.431,000 
44.335,000 

1,702,784 

2.199.980 

1,857,284 

320,617 

1,542,100 

2,673,945 

4,807,572 

6,096.000 

3^10^2 

IjSSOJfiS 

1fi$,339 

4JS62,161 

5,0^5,1  S7 

639,699 

5,990^21 

11^16,000 

¥J907,6M 

819.197 

1,668,945     2,162J7S 

1 

3^43,087 

2,034,246 

1,1^2,949 

6^««i^v\ 

deficit  or  ezc6M  ttzpenditure. 
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Statement  No.  3.— iV>f 


Head  of  Account 


1.  Land  revenue 

2.  Administration 

3.  Minor  departments     .... 

4.  Mint 

5.  Post  office 

6.  Telegraphs 

7.  liaw  and  ju.stico  .... 

8.  Police 

9.  Marine 

10.  Education 

11.  Ecclesiastical 

12.  Medical 

13.  Political 

14.  Stationery  and  printing     . 

Total  effective  civil  services 

15.  Furlough  allowances  .        .        .        . 

16.  Superannuations 

Total  non-effective  civil  services 

17.  Allowances     under     assignments     andl 

treaties J 

18.  IntiTest       ....... 

19.  Public  works,  including  guaranteed    in-^ 

terests     J 

Tut<il  interest  and  public  works 

20.  Exchange 

21.  Army  ........ 

22.  Provincial  and  local  surplus  or  deficit 
Total  net  expenditure         .         .         .         . 


1869-70 


£ 

2,790,376 

1,434,728 

190,675 

56,150 

33,409 

296,267 

2,145,233 

2,223,837 

989,793 

766,446 

161,126 

446,360 

416,367 

361,787 


1870-71 


12,188,162 


157,918 
993,681 


1,161,499 


£ 

2,733,589 

1,367,390 

247,962 

32,859 

17.324 

266,669 

2,292,974 

2,103,048 

426,966 

702,619 

163,663 

522,287 

361,120 

390,619 


1871-78 


11,607,879 


175,068 
1,119,040 


1,294,108 


1,863,616 


6,245,187 
6,636,796 


11,880,983 


102,786 


1,766,973 


5,496,101 


£ 

2,759,596 

1,475,832 

301,967 

iljSSO 

S2,6i5 

222,234 

2,290,289 

2,172,329 

379,839 

678,303 

158,190 

498,774 

316,105 

188,864 


11,347,866 


173,029 
1,099,654 


187 


2.80Mn 

1,47UII 

37TJIT 

31.Mt 

23ijrif 
2,25Mir 

2,17Ui» 

35Mtt 
73UII 

laMil 

5 


3 


ll.9IM1i 


1,272,683 


1,724.610 


5,598,011 


6,798,753      5,807,576 


11,294.854 


341,536 


15.247,134    15,112,946 


15,939 


42,418,230 


11,405,587 


172,612 


1 

i,2«ai» 


1,3 


IJ 


5,340»4tt 
6,64Sjr 


11.98^,710 


448.C74 


14,731,083 


861,012 


41,769,308 


494,876 


41,152,217 


14,5M,9SS 


olMlt 


42,64M1* 


N.B.  Figures  in  Italics  fignifi 


Statements  No8.  1,  2,  and  3. — The  gross  revenues  and 
expenditure  in  Statement  No.  1,  and  the  net  revenues  and 
expenditure  in  Statements  No.  2  and  No.  3,  have  been  taken 
from  the  latest  returns  prepared  by  the  Grovernment  of  India, 
abstracts  of  which  have  recently  been  published  as  a  Parlia- 
mentary paper  dated  June  2,  1881.     For  the  ten  years  1869-70 


APPEMDFX, 


435 


ftiture  from 

1869-70  to  1880-81. 

1878-74 

1874-76 

1875-76 

1R7C-77 

1S77-78 

1^7fi-79 

1S7»-8U 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

3,852,923 

2,845,772 

2,935,336 

2.876.261 

2,929.024 

2,940,654 

2,914,976 

2.956,0( 

1,518,486 

1,555,905 

1,644,273 

1,489,967 

1,489,940 

1,487,862 

1,492,280 

1.643,t>( 

347.154 

347,935 

357,358 

317,205 

318,410 

270,416 

258.978 

323.0( 

11,103 

S6414 

e,^6s 

198^253 

311,776 

68i344 

121,020 

6,0< 

194,772 

156,904 

138,449 

122.314 

113,598 

121,664 

141,182 

153,(K 

161,199 

145,630 

184,120 

131,900 

122,465 

99,227 

54^09 

35,0c 

2,380,352 

2,472,183 

2,514.715 

2,573,846 

2,600.757 

2,701.737 

2.661.583 

2.595,0c 

3,192,581 

2,208,016 

2,220,002 

2,289,595 

2,224.218 

2,212,620 

2,270,098 

2,282,0C 

299,164 

299,089 

399,478 

466,934 

310.892 

298.269 

272,653 

325.0f 

763.521 

845,177 

876.103 

865.315 

848,469 

837.236 

828,219 

839,0( 

163,733 

166,174 

162,160 

163.844 

158,039 

155,200 

156,012 

159,0r 

571,699 

599,158 

624,337 

621,137 

642,031 

626.9S6 

61.S,891 

628,0( 

866,756 

404,604 

430,444 

505.319 

469,072 

448.793 

430.571 

52l,0( 

194,698 

203,737 

197,377 

404.390 

406,482 

424.399 

34^.490 

428,01 

12,018,141 

12,223,870 

12,681,289 

12.689.774 

12,321,621 

12,556.509 

12.227,504 

12.72:UK 

258,464 

216.704 

229,199 

235,990 

237.362 

2Hl,o«l 

215,0.)2 

224  (X 

1,188,134 

1,439,535 

1,601.382 

1.471, 735 

1,664,659 

1.679.786 

1.885,49:' 

1,864.<K 

1,446,598 

1,656,239 

1.830.581 

1,707.725 

1,802,921 

1,911.347 

2,100.5l»l 

2.0b8,0( 

1.856,700 

1.738,368 

1,713.724 

1.672.543 

1.646.093 

1,826.484 

1,814,635 

1.908.0( 

5,324,594 

4,864,032 

4,986,589 

5,260,954 

5,563,576 

5.738,623 

5,844,767 

6,656.0( 

6,319,472 

6,415,852 

6,087,670 

4,669,982 

3,213,584 

4.745.783 

.3,600,137 

3.852,0( 

11,644,066 

11.269,884 

11,074,269 

9,920,936 

8,777,160 

10,484,306 

9,444.904 

9,607,0( 

591,362 

502,543 

1,034,293 

1,676.482 

1,092.139 

2,884,659 

2.926,403 

2,563,0( 

14,218,378 

14,386,333 

14,262.848 

14.866.639 

15,769,780 

16.441.488 

15,866,756 

15,466.0( 

444i399 

i33^53 

407^9 

133,613 

365.593 

715,40) 

613,299 

90,0( 

41,330,846 

41,643,884 

42,189,606 

42.400,484 

41,774,407 

45.820.198 

44,994,092 

44,335,0( 

receipts  in  excess  of  expendit  ure. 


to  1878-79,  the  finance  and  revenue  accounts  presented  to 
Parliament  have  been  revised,  so  as  to  include  the  provincial 
and  local  revenue  and  expenditure,  which  are  now  incorporated 
in  the  annual  accounts  on  a  uniform  sj^stem.  Any  one  desirous 
of  making  a  correct  detailed  comparison  of  the  finances  for  the 
past  twelve  years  can  only  do  so  by  reference  to  these  revised 
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accounts,  which  have  been  specially  prepared  by  the  Govern- 
ment of  India  for  the  purpose.  The  figures  for  1880-81  are, 
in  all  cases,  those  adopted  for  the  revised  estimates,  which  are 
in  most  cases  based  on  actual  results  for  ten  months. 

The  net  revenue  under  each  head  in  Statement  No.  2  has 
been  obtained  by  deducting  from  the  gross  revenue  the  refunds 
and  charges  under  the  same  head,  and  the  net  expenditure 
under  each  head  in  Statement  No.  3  has  been  obtained  by 
adding  refunds  to  the  gross  expenditure  and  deducting  the  re- 
ceipts appertaining  to  that  head. 

The  finance  and  revenue  accounts  for  the  year  1880-81 
have  not  yet  been  closed.  The  figures  for  that  year  in  these 
Statements  are  approximate ;  they  have  been  taken  from  the 
Parliamentary  return  with  certain  modifications  obtained  ap- 
proximately from  such  sources  as  were  available,  to  provide  for 
refunds,  of  which  details  are  not  given  in  that  return. 

In  the  case  of  land  revenue,  which  appears  both  as  revenue 
and  expenditure,  the  gross  capitation  tax  (which  is  shown  net 
separately  under  revenue)  has  been  deducted  from  the  land 
revenue,  under  which  head  it  appears  in  the  public  accounts,  and 
the  commission  paid  on  the  collection  of  that  tax  has  been  de- 
ducted from  the  expenditure  under  the  same  head.  In  the 
year  1869-70  the  amount  of  this  commission  is  not  recorded 
in  the  public  accounts,  and  has  been  assumed  with  reference  to 
the  amount  recorded  in  the  following  year  to  have  been  20,000/. 
The  entries  under  this  head  also  are  made  to  include  the  land 
revenue  due  to  irrigation,  and  therefore  differ  from  the  figures 
in  the  Parliamentary  return  above  referred  to,  which  show  this 
part  of  the  land  revenue,  though  in  an  incomplete  manner,  as 
public  works  income  after  the  year  1876-77. 

The  net  receipts  under  '  Stamps  and  registration '  have  been 
thrown  together  in  Statement  No.  2.  Before  1879-80  the 
registration  receipts  and  charges  were  included  in  the  accounts 
under  the  head  *  Law  and  justice,'  and  are  so  shown  in  the 
Parliamentary  return.  In  these  Statements,  however,  they 
have  been  removed  from  the  head  *  Law  and  justice,'  and  the 
net  receipts  have  been  added  to  the  net  stamp  revenue. 

The  head  '  Miscellaneous,'  which  appears  in  the  Parliament- 
ary returns  on  the  net  expenditure  side  of  the  account,  is  shown 
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in  Statement  No.  2  as  net  revenue,  because  the  receipts  usually 
exceed  the  expenditure. 

In  Statement  No.  3,  under  the  head  ^  Superannuation/  the 
assets  of  the  Military  funds,  which  were  credited  in  the  accounts, 
have  been  excluded,  for  reasons  which  have  been  explained  in 
Chapters  FV.  and  V.  The  annual  details  of  these  credits  are 
given  in  Statement  No.  1.  From  the  head  *Army '  has  been 
deducted  the  net  expenditure  on  the  Afghan  war,  and  the  ex- 
penditure on  frontier  railways  has  been  treated  as  a  part  of  the 
war  charges,  the  whole  of  which  are  excluded  from  Statement 
No.  3.  The  expenditure  on  famine  has  also  been  omitted  from 
this  Statement.  The  reasons  for  these  omissions  are  explained 
in  Chapter  V.  Details  of  the  omitted  expenditure  will  be  found 
in  Statement  No.  1. 

The  entry  \mder  *  Interest '  in  Statement  No.  3  includes 
the  interest  on  the  Productive  public  works  debt,  which  is 
therefore  here  excluded  from  the  head  *  Public  works.'  In  this 
respect  the  entries  diflFer  from  the  Parliamentary  return,  which 
shows  the  interest  in  question  \mder  '  Public  works,'  and  also  in- 
cludes, though  imperfectly,  the  land  revenue  due  to  irrigation, 
as  before  explained.  With  these  modifications  the  entry  in 
Statement  No.  3,  \mder  *  Public  works,'  includes  the  whole  net 
charges  as  shown  in  tiie  Parliamentary  return,  excepting  those 
on  account  of  frontier  railways,  which  are  treated  as  an  incident 
of  the  Afghan  war,  and  therefore  omitted  from  this  Statement. 
The  separate  Statement  No.  7  brings  together  all  the  elements 
of  revenue  and  expenditure  connected  with  Productive  public 
works. 
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StatBHSHT  No.  i.-~(JrMt  DiAitrtim/aU 


I 


n»dorA.»»,n< 

JMi'>-™ 

isjo-n 

19T1-7J 

isT^r. 

OROHB   UlSBUUSKMKKTa. 

Iiil«r«.t  nn  dcU 

2,209,000 

a.350.000 

2.437,000 

2.467,iai 

220.0<i 

157.M 

1.131. OH 

BI7.M* 

Ciml:— 

Indu  office 

Civil  farlougto 

Sui-amimiuilioti'" 

CoparUnonlsin  In'itu  .         .         .         .        . 

312,000 

161,(X-0 

x.oo:.ooo 

466.00(1 

316,000 

177,000 
1,052,000 
677,000 

SI  8.000 

174,000 
1,095,000 
338,000 

Tutol 

1,836,000 

2,031,000 

1.825.000 

2,02S.a« 

Bltvioo  funds 

186.000 

144,000 
4S.OO0 
653,000 

173,000 

135,000 
8H.01N1 
C04.000 
112,000 

~840.000 

is2.aH 
laofm 

Family  remittnnces 

076,000 
13.000 
918,000 

I'lUHl 

B  13.000 

TS7.(IM 

Tola!  oitil  ndioiniBtraUoQ    . 

2.T5*,000 

2.il34.000 

2.665,1  MKI 

ixTism 

's^eii'trvB 

Nun -effective 

1, 437.000 
1,190.000 

1.463,000 
1.141.001) 

1,332,000 
1..HT3.000 

i.43s.oga 

1.280,0it 

Total 

3.8BJ.0OO 

2.S0t,O0O 

2,705.000 

2.7i3,qn 

1     ».             .  101111(117 

1.414,000 

1.4JE.O00 

1,849,000 

l,lt«.l)M 

(.                  r*..- 

11.000 
38,000 

111.000 

S9T.IH» 

Itafu^y  atores 

IB4.000 

Total 

l.lfiS.llOO 

41l,00() 

111,000 

297,000 

Capital 

Iriioreat.  ic 

3,897,000 
4,]38,(K>0 

6.344.000 
4,353,000 

g;e;.7,omi 

2,499.000 
4,646.000 

4.619.000 

7,035,000 

7,045.00() 

A.086.aOt 

i.noo 

S.000 

'-..OO* 

Dobt  disah&fgeil 

601.000 

B.IKXI 

Grand  total 

17,766,000 

19,OtiO,0(JO 

IB.226.000 

16,6.16  JJiO 

QEONM    KBCE1PT8- 

178,000 
a43,()(H) 

n,o  I. 1,0011 

7,fi  12,000 
3.134.000 

222.000 

106,000 
10,310,000 
.1.6811.000 
1.413.000 

22i.na9 

616,000 

13.932,lN0 
038,ap» 

Advances  repaid 

Bills  soltl,  Ao 

Guarnnieed  railway  Ciii>ilal      .         .         ,         . 
Debt  iooiirrod  . 

1.616.000 
6.SS0.0<>0 
4,7!'4.(K)0 
4,0351,000 

Total 

IT.Sj't'.non 

19,474,000 

15.740,000 

16,713,0B0 

a,s2i.no»I 

"f)eT)inp  balanoo 

3,0ail.0(Ml 

3.8!'2.0m) 

s.:«)6.ooo 
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(. 

l»T»-Tt 

1BI*-Ii 

1KW« 

1H.-7T 

l»TT-7« 

1S7»-T» 

18T»-(10 

lii«i™l 

t 

a.434.000 

2,191.000 

2,161.000 

£ 
2,318,000 

i 

2,4P3.(K)0 

t 
2,684,000 

218.000 
294.000 
1,351.000 
364,000 

t 
2,706,000 

214.000 
270.000 
1,362,000 
371.000 

£ 

2, 61-1  .or 

211.000 
810.000 
t,13B.000 
302.000 

211.000 
263,0<H) 
1,148.000 
363,000 

233,000 
27li,000 
1,191,000 
2116,000 

223.000 
282,00(J 
1,269,000 
360.000 
"2,114.000 

213.000 
303,000 
1,293.000 
4  30  ..UN) 

2(1,01 
2^0,0. 
1,411,01 
860,01 

a.008,000 

1,»7  8,000 

l.»96,0O0 

2,23'J,O00 

2.^30.000 

2,217.000 

2,292,0. 

136,000 
123.000 
*43,000 
373.000 

137.O0O 
121,000 
826,000 
217,000 

149.000 

94.000 
473,01K) 
360.000 

188,000 
92,000 
B1V,000 
494,000 

160,000 
103.000 
656,000 
186,000 

lfi«.OlKi 
107.00O 
686,000 
219,000 
1.078,000 

169.000 
89.000 
422/<00 
876,000 

^ir5s.o6o 

170,01 
BO,W 
660,O( 

aoB.o< 

1,076,000 

800,000 

1.078,000 

1.386.000 

1,004,000 

l,OM.0> 

8/>83,000 

3.776,000 

3,072,(K)O 

3.470,000 

3,213,000 

1, 146,000 
1,980,000 

3,308,000 

3,176,000 

3.3.0,0< 

l.SiS,000 
1,237,000 

S.S0fi.00() 

1,066,000 
1,437.000 

1,028,000 
l,46a,000 
2^86,000 

1,131,000 
1,686,000 

1,874.000 
i.y36,000 

1,298,000 
8,116,000 

1,2110,01 
2,126,01 

2,493,000 

2,S16,000 

3,126,000 

3,210,000 

9.418fll 

I.IBT.OOO 

1.696,000 

1,646,000 

1,644.000 

1,611.IKH) 

1,090,000 

l,191.00ol    l,036,a 

1,002,000 

84,000 
1,040.000 

4,000 
736,000 

608,000 

1,138,000 

'f.isaTooo 

683,000 

~683.00b 

8,666,000 
776,000 

1 ,266,01 

1,002,000 

1,124,000 

740,000 

60H,000 

10,341,000 

l,a66,0( 

1,270.000 
1,631,000 

1,871,000 
4.660,000 

2,897,000 
4,667,000 

2,443,000 
4,687,000 

2,690,000 
4.U86,000 

1,799,000 
4,739,000 
~6i638,00O 

1.279.000 
4,787,000 
6,066,000 

1.637,0( 
4,29S,0( 

5,902.000 

6.231.{)00 

7,864.000 

7,130,000 

7,27.'i,000 

6.886fll 

B.OO'l 

1,000 

12,000 

4,000 

3,000 

7.000 

7,000 

8fl( 

4.9!)4,0O() 

1.000 

17,870,000 

DtKJ.m)U 

18,792.000 

3.376.000 
2o!805^ 

2,610,000 
29,609,000 

4,4.->3,Of 

2I.082,(HX> 

16,412.000 

18,390.000 

32.I316M 

238,000 

832,000 

13,286,000 

1,328,000 

6,012.000 

sn.(m.(m 

843,000 

218,000 

10,843,000 

790,000 

6,001.000 

291,000 
126,000 
12,390,000 
1,688,000 
1,200,000 
16,694,000 
2,79e|00O 

238.000 

260,000 

12,696,000 

6,lOo!0O0 
20.181,000 

292.000 

172,.>00 

10.134.000 

2.277.000 

4,280.000 

241,000 
629.O0O 

16,466,000 

871.000 

3,737,000 

324,000 
320.000 

lB,76y,000 
828,000 

13,436,000 

63S.0( 

2.609,0( 

16,388,01 

232,01 

4,988,0( 

17,194,000 

l7.1Bfi.OOo:20,»46,000 

3ll,66IM)0 

28.618.0< 

»,iPUiJ,000 

8,011,000 

yao.oijo|    2.7U,000     1,077.000 

1.118,000 

2,870,0< 
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BTATWMMTt  No,  5.^Akinufi  ^  JfH 


HImiA  of  Aoeomii 


Nbt  Dububsbmibtb. 
lAttareil  on  debt       .       .       .       . 


GMl  adminirtration 


AnBj       .       .        .       . 
8tom^  atwH  and  military 


Total  adminfatiation 


Qoaianteed  railways 
ReodnfitlTe  pablic  works 


Total 


Nbt  Bbcbiptb. 


Berennes 


Advances  repaid 
Bills  sold . 


Debt  incurred 


Total 


Guaranteed  Railway  Capital. 
Total  received 


Total  issued 


Balance 


180-70 


B- 
2309,000 

8,764,000 

8,637,000 

1,414,000 


9,004,000 


8,241,000 
1,169,000 


un^n 


8,860,000 
2,984,000 
8,604,000 
1,486,000 


9,318,000 


8,086,000 
49,000 


1871-78 


B 
8,437,000 

8,666,000 

8,706,000 

1,249,000 


9,066,000 


18,414,000 


194,000 

1.668,000 
6,980,000 
3,638,000 


12.280,000 


86,622,000 
83,911,000 


2,611,000 


11,447,000 


8,366,000 
111,000 


18,683,000 


178,000 

244,000 

9,016,000 

2,424,000 


11,861,000 


91,427,000 
87,687,000 


228,000 

98,000 

10,310,000 

1.408,000 


12,038,000 


3,740,000 


93,722,000 
90,183,000 

3,539,000 


2.^ 
2, 
2,713 
1,14< 


^-'S^^s 


9M 


'«:ijfcj 


6,141 
291 


M 


14,6$ 


22iii 

6l0yH 

13,939yOII 


14.770glM 


93,837^ 
90,661^ 


3,176,M 


N.B.  The  amount  of  debt  incurred  in  1879-80  for  the  East  Indian  Railv 
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Reifeijfts  of  the  Home  Treamry  from 

1869  to  1881. 

1873-74 

1874-75 

1875-76 

1876-77 

1877-78 

1878-79 

1879-80 

Eitirnata 
1880-81 

£ 

2,434.000 

3,083,000 
2,605,000 
1.157,000 

£ 
2,191,000 

2,775,000 

2.493,000 

1,596,000 

£ 

2.161.000 
3.072.000 
2,486,000 
1,545,000 

£ 

2,318,000 

3,470.000 
2,816.000 
1,544,000 

£ 

2,493,000 

3,243,000 
3,126,000 
1,614,000 

£ 
2,594.000 

3.308.000 

3.210,000 

1,090,000 

£ 

2.706,000 

3,175,000 
3.413,000 
1.191.000 

£ 
2.685.000 

3,320,000 

3,416,000 

1,035,000 

9,179,000 

9.055,000 

9,264,000 

10.148.000 

10.376.000 

10,202.000 

10.485,000 

10,466,000 

4,574,000 
1,002,000 

5,441,000 
1,040,000 

5.866,000 
736.000 

6.240.000 
608,0(.K> 

4,998,000 
1.138.000 

5,664,000 
683.000 

5.244.000 
775.000 

5,603,000 
1,266,000 

14,755,000 

15,620,000 

15.870,000 

16,996,000 

16.612,000 

16,349,000 

16.504.000 

17,325,000 

238,000 

227,000 

13,286,000 

18,000 

343.000 

217.000 

10,842,000 

5,000,000 

291,000 

113,000 

12,390,000 

1.200.000 

238,000 

256,000 

12,696.000 

5.600.000 

292,000 

169,000 

10,134,000 

4,280,000 

241,000 

522,000 

15,465.000 

362.000 

324.000 

313.000 

15.759.000 

1.260.000 

533,000 

2,503,000 

15,388.000 

503.000 

13,769,000 

16,402,000 

13.994,000 

18.790,000 

14,875.000 

16,590.000 

17.666.000 

18.927,000 

94,726.000 
91,354,000 

95.119.000 
92.442.000 

95,072,000 
93,393,000 

94.883.000 
94.108.000 

96.313.000 
96,431,000 

97.174.000 
96.445.000 

97.959.000 
96.794,000 

97.988,000 
97.728.000 

3,372,000 

2.677.000 

1,624,000 

680,000 

882,000 

729.000 

1.165.000        892.000 

excluded  both  from  the  net  receipts  and  disbursements. 
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BTiTRWHTlT  No,  K—tHftrilniti/Hi 

fffM^  Charpnfc^  Armg  arU^J 

Hc*l  ot  Afojunl 

IM*^ 

1870-71 

18JI-IS 

ie»«l 

Pajof  BHIi»hlr«pB 

Furlough  BliowanccB 

Tntnsport  M.-rvicv 

768.000 
103.000 

ST8,000 

678.000 
469.000 

816.000 
930.000 

SU.00D 
4.18.000 
880.000 
937.000 

d 

Total 

^,ais.ouo 

2,391.000 

3,269.000 

3,34««)] 

Brfiiah  umy  peneiooB .         ,         .         .        , 

sa  1.000 

887,000 
353.000 

889.000 
11)0.000 

wfum 

SN4M0 

Tot.! 

L 100.000 

1, 110.000 

1,379,000 

i,28rj« 

3.63W» 

Grandtolal 

3,606.000 

3,532,000 

3,618.000 

Stores. 
Armg  .-- 

Clothing 

Ordnance      

23S.OOO 
887,000 

186.000 
373.000 
69,000 
313,000 

803,000 
421.000 
66,000 
264,000 

9SMM 

3 

Comniissariat 

31S.U00 

Total 

878,000 

930,000 

937,000 

SIMM 

Publie  Hurt,.-— 

OriiiDftiy 

I'roductiTe  works 

2.17.000 
lai.O(K) 

134,000 

38,000 

60,000 
111,000 

60,010 
297.dM 

172,000 

161,000 

357jm 

Ciril:- 

S.IHK) 

76.000 
7T.1H)0 
158.000 
23.1  KM) 
7.IKHI 
21,000 

12,000 

89.1X10 
89,000 
15,000 
6.000 
21,000 

9%on 

G6,0n 

8(>jm 

9,001 

.as 

Sl(ili..iiL-iy      .         .        - 

1U,1)IKI 

TdliU 

289.000 

361.000 

262.000 
I,3fi0,0ll0 

a7U*B 

Clr.iixll.^Uil           .                   ... 

'■"'"■""" 

1.463.IMIO 

1,44.1.000 

Slatemetilfi  4,  5,   and    6,— 
comjiiled  from  the  ticcounts  of 


■These   Statements   have   been 
tlic  H'ime  treasury,  aiifi  illiiy- 
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tkt  chief  9uh'hen4l»,  from  1869  f/>  1881, 


7»-74             1874-75 

187fr-76 

1876-77 

1877-78 

1878-79 

1879-60 

Estimate 
1880-81 

€ 

» 1,000 
13,000 
'4,000 
3,000 

£ 

625,000 

221.000 

310,000 

1,125.000 

£ 

474,000 

202,000 

352,000 

1,097,000 

£ 

682.000 

210,000 

339,000 

1,129.000 

£ 

682.000 

203,000 

261.000 

1.166.000 

£ 
744,0(K) 
184,000 
346,000 
773,000 

£ 

762.000 
162,000 
374.000 
875.000 

£ 

760,000 
160,000 
370,000 
760,000 

•1.000 

2.181.000 

2,125,000 

2.260.000 

2,301,000 

2,047,000 

2.173.000 

2.050,000 

8,000 
5,000 

1,118,000 
321,000 

1.439,000 

1,108.000 
360.000 

1,217,000 
468,000 

1,231,000 
749,000 

1,286,000 
660,000 

1.428,000 
687,000 

1.450.000 
676,000 

3,000 

1.468,000 

1,686,000 

1,980,000 

1,936,000 

2.116,000 

2.126.000 

4,000 

3,620,000 

3,683.000 

3,946,000 

4,281,000 

3,983,000 

4,288,000 

4.176.000 

5,000 
6,000 
0,000 
2.000 

292,000 
417.000 
120,000 
296.000 

236.000 

481,000 

63.000 

318,000 

254,000 

605.000 

79,000 

291,000 

357.000 

665,000 

62,000 

191,000 

242,000 

315.000 

60,000 

156,000 

316,000 

216.000 

61,000 

294,000 

270.000 

200.000 

60,000 

230,000 

3,000 

1,126.000 

1,097,000 

1.129,000 

1.156.000 

773,000 

875,000 

760,000 

1,000 
2,000 

23,000 
1,040.000 

21,000 
736.000 

757,000 

8,000 
608,000 

10,000 
1.138,000 

3.000 
683,000 

686,000 

44.000 
786.000 

10.000 
1.266,000 

5,000 

1,063,000 

616.000 

1.148,000 

829.000 

1,276,000 

LO(H) 
>,000 
).(XK) 
i.OOO 
5,000 
i,000 

1 

47,000 
65,000 
179,000 
59,000 
15.000 
93.0(K) 

47,000 
80,000 
209.000 
35.(WH) 
25,0(K) 
31, (KM) 

61.000 
67,«K)0 
185,000 
25,000 
40,<HK) 
29,000 

37,000 
35,000 
182.000 
28,()00 
26.000 
41.000 

35,000 
22,000 
181,000 
42,000 
9.000 
26,000 

46,000 
60,000 
96,000 
37,000 
8,000 
26,000 

61,000 
63,000 
66.000 
33,000 
3,000 
60.000 

),000 

448.000 

427,000 

407.(K)0 

349.000 

314,000 

262,000 

266,000 

►,000 

2,636,000 

2,281,000 

2,152,(KX) 

2.652.000 

1,773.000 

1.966,000 

2.301,000 

,000/.  respectively  on  account  of  charges  for  the  Afghan  war.  entered  under  Commissariat, 
!  respectively  sums  of  244.000/.  and  696,000/..  for  frontier  railways,  treated  as  war  chargea, 

trate   the  discussions  contained  in  Chapter  VI.  on  the  Home 
charges. 


Ui 


mmt  tf  ProiMfHT»  AMf  IRtritl 

"--*— 

"*"• 

l»«»-W 

UTO-Tl 

isn-n 

OUAKANXBED    RAILWAtO. 

OpStal  outlay 

79,168.000 

83.911.000 

ST,6S7,000 

9O,183J)O0Mi 

Groa  guannleed  int«re<t 

Charges  for  liiiid,  ke.       .... 
Ket  recelpU  leaa  auri'l>u 

3.878.000 
I.9M.OO0 

4,126,000 

81.000 

9,618.000 

1.343,000 

83.000 

2,467.000 

*^B.OOC  i^ 

66.00«     ' 

3.8I7.0M  Ij 

Not  ol-BTgn  at  receipt 

i.9iit.(K»n 

1,S89.00( 

1.8fl8,O0ol 

1.731.000  Ij 

Statu  U  ail  way*. 
Capital  oullaj 

M3,00ti 

744,000 

1,193,000 

1,838,000  3, 

antra  leceipU 

WorkiDg  eipenaea 

13.IXKI 
SO.0OU 

8,000 

9.000 

8,000 
B.OO0 

4,000 

8,000 

ITcl  inoauje 

latercBt  od  capiUl 

-17.01K> 
10.000 

-1.000 
30.000 

-1.000 
10,000 

-4,000 
61.000 

NetdiaT^ 

27.000 

31.000 

41,000 

6S,000 

IftftlOATlOH   WOBKB. 
CapftAl  outlay 

688,000 

2.ess.ooo 

3,414.00 

4,398,000 

atom  direct  receipts       .... 
Share  of  land  ruvenne      .... 
WorlLing  eipcnace 

319,0001 
130,001 
222,000 

G2S.000 
129.000 
213,000 

479.000 
136,000 
234,000 

«9.00n 
140.000 
2S8,000 

Net  income       ..... 
Interest  ou  capital 

217,000 
69.00( 

444,000 

ii4.ciyo 

381.000 
171.000 

331.000 

206,000 

Not  rcppipl*  or  charge 

H8,00( 

330,000 

210,000 

123,000 

ToiAL  Productive  Workb, 

Capital  outlav 

Netlncm.ie 

Interest   

80.409.000 
3.166.000 
a,857.tK)0 

87,360,000 
2,980,000 
4,370,000 

92JJ94.00O 
3,861,000 
4,5G3.000 

96.419.000  E 
3.138,000 
1.809,000 

Net  charge  Or  receipti      . 

1,791.000 

1,2<)0,000 

1,699,000 

1,671.000 

Net.  inierodt  oa  ordinaiy  debt 

*,786,OO0 

4,6.19.000 

4,819,000 

4,898,000 

Total  prodoGlive  pnblio  worka  and  debt . 

(5,576,000 

B,H29.000 

6.618,000 

6.569,000 

Ordioary  public  workB    .         .         .         , 

6.171,000 

6,311,000 

4,125,000 

4,213,000 

Qraiid  total 

13.04  7.00( 

ll,110.00f 

IO.fi43.000 

10,7«2,OOo!l 

N.B.  Fignref  with  {  +  )  bafora  them  tigDUy  reoeiptt  ia  exccM  ■ 


RatlMyf,  <^  OrtUiutrf  PubUe  WurU,  Md  InUrttt  «.  tkht,fri^  18SS  to  1881. 

,«^M 

l(t7»-74 

mi-« 

,«.,: 

,.n.7« 

I8ifi-r»     1     is;m« 

^i^5* 

1. 364.000 

93,443.000 

93,393,00( 

94.108,001 

96,43  l,O0f 

96,446.000 

96,794,000 

97.729.000 

».61 9.000 

153.f«0 

».WI,000 

4.644,000 

B5.001> 

3,466.00< 

4,638.000 

83.000 

3,729.000 

4.669,00. 

63,00" 

4,433,001 

4,666,00. 

67,00" 

5.397,000 

4,705,00fi 

68.000 

4.033.000 

4,708,000 
1.934,000 

4.699,000 
1.936.000. 

1. 629.000 

1,214.000 

992.001 

278,001 

+  676,00( 

740,00.' 

-tUO,000 

+  337,000 

5,B06.C»0n 

8,fi20.00( 

1I.7SB.00( 

14,661,000 

18,636.0* 

21,961,000 

24,644.000 

36,689,00(1 

*6.000 

131.001 
H6,00l 

a90.00f 
193.00( 

372,000 
2S3.000 

649,00< 
1S1.00( 

966.0"  "0 
734,000 

1,649.000 
l,S1^000 

2.176,00«> 
1,673.00. 

-6.00< 
168.000 

45.000 
284.000 

B7,00< 
410.001 

89.000 
630.00' 

1S8.00( 
664.000 

232,000 
918,000 

334.00(1 

1.038,000 

6O2,00« 
1,210.000 

608,000 

IT4.000 

239.000 

313.000 

441.00*- 

636.O0O 

686.000 

734.000 

S,3«T.OO0 

7,eoa,ooo 

8,708.000 

9.663.000 

10,458.000 

11,862.000 

11,861,000 

17.806*00 

160.000 
IGfl.OOf 
J«8.00( 

4A0.00n 
111.000 
245.000 

487,000 
141.000 
28S.OO0 

664.000 
130,000 

291.000 

634.000 

149,000 
298.000 

660.00(J 
118,000 
310,000 

724.000 
603.000 
115.000 

656.000 

701,000 
430.000 

351.00(1 
390,0011 

336,001 
3.W.O0O 

34;t.OO( 
374,000 

303,000 
416,000 

3S5.0OI 
164.000 

458,00" 
640.000 

911,IM1.) 
B74.000 

927.0")0 
851,000 

61.000 

-4.000 

-31,0« 

-113,00. 

-69.000 

-83.000 

337.000 

76.000 

».3a7,0iX 
».*S4,00< 
fc/>76.000 

10S.6Afi.OO( 
S.771.000 
BJtfl8,00<i 

II3,988.00( 
4,0SB.0O0 
5.422.000 

118,411.00" 
4,773,00" 
6.606.00( 

134JS26.00( 

5,843.00< 
E.773,00( 

129.661.000 
4,666.000 
6,163,000 

133.289.000 
6,106.000 
6,383.000 

143.223.000 

6,4e6.00IJ 
6,660,000 

.«43,000 

1.487,000 

1 ,33fl,000 

833.000 

+  70,000 

1,608.000 

277,000 

196,000 

,.378..>X» 

3.910.000 

3,867.000 

3.971.O0O 

■4,140,000 

3,952.000 

3,B4e,00f 

3,898.000 

1.018.000 

6,397.000 

5,2OS.00O 

4.803.0W' 

4.070.000 

6,460.000 

4.123W( 

3,093,000 

.i)a«,«H' 

B.3Sa,000 

5.344 ,00( 

4.594.O0*' 

4,202.000 

4,628,000 

4.337*00 

6,313.000 

.9(4,000 

IO.7T9,000 

10.51T,00(tl     9.S97.0(K 

8.272,000 

9,988.000 

8.180,000 

8.10fi/)UU 

nm  with  (-)  befora  tlwin  lifnify  charge  ii 
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Statbuxst  No.  S. — 


WtfkiaAmmt  (BtataneBft  Ha  S) 


on  debt  (BtataaDMBt  Ho.  10) 


Pabiip  woA»  (Btrtamart  No.  8) 


6,S4M00 

eis,iooo 


4,633g000 


8,636,000 


inv-n 


6,496,000 
616,000 


4,980,000 


S,799fiOO 


itn>» 


5,6984)00 
483,000 


5416,000 
5,808/M)0 


Ikytel 


U368,000 


10,779/K)0 


10,983,000 


Dadnet  land  revenne  dve  to  irrigBtloii    . 


199,000 


136.000 


140,000 


liotel]Nibtto  waABWod 
No.  7)  .  -    . 


( 


'} 


11440,000 


10,643.000 


10,788/nO 


Statement  No.  9. — Correctunn 


Head  of  Aooonnt 

1869-70 

1870-71 

18n-72 

1 

Loss  by  exchange  (Statement  No.  3) 
Corrected  amount,  excluding  gain  on  rail- 1 
way  receipts J 

£ 

102,786 

347.599 

£ 

341.536 

582,644 

£ 
172.612 

433,095 

i 

Difference 

244,813 

241,108 

260.483 

1 

Net  charge  guaranteed  railways  (Statement! 
No.  7) / 

1.689,000 

1,868,000 

1,731,000 

24 

Corrected  charge  for  guaranteed  railways 

1,344,000 

1,627,000 

1,471.000 

U 

Corrected  charge  for  all  productive  works 

1,045,000 

1,458,000 

1,411,000 

24 

N.B.  Figures  with  (  +  )  bel 
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i^fondsnee  of  StatemenU  3,  7,  and  10. 


187^74 

187i-75 

1R76-76 

1876-77 

1877-78 

1878-79 

187»-80 

BitlTnate 
1880-81 

£ 
6,325,000 
641,000 

£ 
4,854,000 
380,000 

£ 

4,987,000 
386,000 

£ 
5,261,000 
394,000 

£ 

5,664,000 
366,000 

£ 

5,739,000 

379,000 

£ 
5,845,000 
383,000 

£ 
5,655,000 
401,000 

4,784,000 

4,474,000 

4,601,000 

4,867,000 

5,208,000 

5,360,000 

5,462,000 

5,254,000 

6,319,000 

6,416,000 

6,088,000 

4,660,000 

3,214,000 

4,746,000 

3,600,000 

3,852,000 

11,103,000 

10,890,000 

10,689,000 

9,527.000 

8,422,000 

10,106,000 

9,062,000 

9,106,000 

169,000 

111,000 

141,000 

130,000 

149,000 

118,000 

602.000 

701.000 

10,944,000 

10,779,000 

10,548,000 

9,397,000 

8,273,000 

9,988,000 

8,460,000 

8,405,000 

^ork$  Aeeountfor  Bailway  Lou  hy  Exchange. 


187S-74 

187i-7fi 

187&-76 

1876-77 

1877-78 

1878-79 

1879-80 

Estinuite 
1880-81 

£ 
691,362 

882,718 

£ 
602.643 

785,820 

£ 
1,034,293 

1,355,861 

£ 
1,676,482 

2,059,311 

£ 
1,092,139 

1,554,922 

£ 
2,884.659 

3,225,831 

£ 
2,926,403 

2,926,403 

£ 
2,553,000 

2,553.000 

291.356 

283.277 

321,568 

382,829 

462,783 

341,172 

1,629.000 

1,244,000 

992,000 

278,000 

+  675,000 

740,000 

+  110,000 

+  337,000 

1.238,000 

961,000 

670,000 

+ 105.000 

-h  1,138,000 

399,000 

+  110,000 

+  337.000 

1,361,000 

1,204,000 

1.014,000 

449,000 

+  533.000 

1,167,000 

277,000 

195.000 

•ignifj  receipts  in  excess  of  charge. 
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Statuiest  Ha.  la— 

ovt 

BxloTAtooiut 

LN«-m 

im-IO 

im-n 

.Bn-« 

" 

Capitai.. 
StBrtingdebt.-      .       .       .        . 

8l,698.(Wn 

< 

17.000 

us,oon 

S7.«iT,0rtn 
fi»,8n'.ooo 

38.992.000 

£ 

Total 

tolla  rtw*  in  ewaB  o(  gMwntee -1 
fnnd f 

07.S70,0O( 
4.679  .(Xk 

101.162.000 
4,679.000 

106334 ,00(1 
4.5:9.000 

107.ftS3,OIX> 
4,379jOOO 

'Z 

OrancJtoUl      .        .        .       . 

l(ll.er.il.(NH 

106,7*1.000 

1 10.813.000 

118.131,000 

nil 

DiaTHiBUTio^  Of  Debt. 
(Minai?  debt        .        .       .       . 
ProdocCive  public  work« 

for  oullav  from  revenue      .       j 
B«Rl  IntliM  railway 
Lmui«  at  intoreat    .        .         .        . 

100.033.000 
1,311.000 

884,000 

101,A98,<IOO 
3.439.000 

7M.ftOfl 

I08.684.000 
4.6OT.0OO 

ti.m.oo»' 

i01.9o7.00ft 

« 

On  aterilng  debt     .       .       .       . 
BMBpnomt        .       .       .       . 
&)  rupee  debt         .        .        .        . 
Bkle  pet  cent.         .        .        .        . 
Onlodlktlook        .        .         .        . 

1.638,001 
(18) 

a,B98,00O 

(<■*) 

830,000 

1,679,000 

(46) 
S,789.00a 
(41) 
830,000 

l.T9l).00<l 

3,974.000 
(4-3) 
830.000 

1.807.00(1 
C46> 

-  B.ni«.ooo 

(4-4) 

es».oo() 

i 

5J« 

Nbt  !nTKRK9T. 

«.r.39,()0( 
SH.000 

l.B19,0Oii 
ISl.OOli 

4.898.000 

217.00(1 

4.4« 

m 

29,000 

Total 

4.8I4,00<1 

4.833.000 

4,9l«).IX(i> 

6.116.000 

I.TH 

PBODncTivB  Works. 

Het  obarae  or  reoeipls  fniin  g»a-\ 
lanteed  companies      .        ,       J 
Net  reed  plKtalc  works 

-l,BB  1.000 
+  199,000 

-l.fi88,00fl 
-t  443,001 

-1.918,000 
t  380.000 

-1.789.00(1 

+  .136.110*^ 

-2.21t 

ToUl  ohargo  or  reoeipta   . 

-  ).763,00( 

-l,198.00r 

-  1.538,0011 

- 1.454.001. 

-i.sn 

Totalohanrt,  pTwrtucti  VI.  works  1 
»nd  debt,  as  in  atntpmont  No.  T  / 

8.576,000 

5,8a9,00< 

6,518.000 

G.6B9,nO(i 

6.7H 

N.B.  Figures  wilh  (  + )  before  tbem  signifj  receipbi  in  ezcen  of  d 
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liUerut  of  Public  Debt  f 

rom  1868  to  1881. 

1873-74 

£ 

41,096,000 
68,217,000 

1874-75 

187fi-7« 

1876-77 

1877-78 

1878-79 

1879-80 

1880^1 

£ 

48.676,000 
71.667,000 

£ 

49,776,000 
74,602,000 

£ 
65,376,000 
73,762,000 

£                   £ 
69,666,000   60,008,000 
76,836,000   79,069,000 

£ 

68,836,000 
84,598,000 

£ 
71,335,00 
86,814,Oa 

109,313,000 
4,679,000 

■ 

113,892,000 

120,243,000  124,378,000 

129,138,000 

136,492,000 

139,077,000 

153,433,000 

167,149,0OC 

97,240.000 
11,973,000 

4,679,000 

98,730,000 
16,223.000 

5,290.000 

98,206.000 
20.494,000 

6,678.000 

98,684,000 
24,303,000 

6,161,000 

100,164,000 
29,094,000 

7,234,000 

97,319,000 
33,476,000 

8,282,000 

98,767,000 
36,840,000 

9,730,000 
8,096,000 

93,839,000 
39,656,000. 

5,306,C 

10.208,0001 
8,140,C 

L 

1,804,000 

(4-4) 
2,815,000 

(41) 

630,000 

1,993,000 

(41) 
2,842,000 

(40) 
198.000 

2,161,000 

(4-3) 
3.017.000 

(4  0) 

2,317,000 

(4-2) 
3.092.000 

(4-2) 

2,492,000 

(4  2) 
3,248,000 

(4-2) 

2,593,000 

(4-3) 
3,390,000 

(42) 

2,740,000 

(3-8) 
3,467,000 

(4-2) 

2,686,00 

(3-6) 
3,411,000 

(40) 

6,249.000 

5,033,000 

6,178,000 

5,409,000 

6,740,000 

6,983,000 

6,207,000 

6,096,000 

4,376,000 
408,000 

3,910,000 
564.000 

3.867.000 
734.000 

3,971,000 
896,000 

4,140,000 
1,068,000 

3,962.000 
1,408,000 

3,846,000 

1,582,000 

34,000 

2,898,000 

2,011,000 

344,000 

-   4,784,000 

4.474.000 

4,601,000 

4,867,000 

5,208,000 

5,360,000 

5,462,000 

6,253,000 

- 1,690,000 
-¥  356,000 

- 1,300,000 
+  377,000 

- 1,058,000 
+  456,000 

-331,000 
+  396,000 

+  617,000 
+  621,000 

-  782,000 
+  682,000 

+  113,000 
+ 1,226,000 

+  626,000 
+ 1,634,000 

- 1,234,000 

-923,000 

-602.000 

+  64,000 

+ 1,138,000 

-    100,000 

+ 1,339,000 

+  2,160,000 

6,018,000 

5,397,000 

5,203.000 

4,803,000 

4,070,000 

5,460,000 

4,123,000 

3,093,000 

figures  with  (  — )  before  them  signify  charge  in  excess  of  receipts. 
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Statkment  11. — Abstract  of  Charges  on  account  of  Debt,  adjusted  for  comparison^ 

from  \m%to  1881. 


Heu<I  uf  Accouut 


Capital. 

terling  debt 

,upec  debt     .        .         .         .        . 

Qdia  stock  in  excess  of  guarantee  \ 

fund j 


Total 


Avemges  of  four  years 


18GJ>-73 


£ 

37,697,000 
67.817,000 

4,679,000 


1873-77 


1877-81 


48,706.000 
72,062,000 

1,146,000 


Distribution. 

Ordinary  debt 
Productive  public  works 
Blast  Indian  railway 
Loans  at  interest    . 


!}ROSS  Interest-  excUuling  fuuds. 

On  sterling  debt  ,        .        .         . 

On  rupee  debt  .... 

On  India  stock  .... 


Total 


Net  Interest— fl^'M*/tf</. 

On  ordinary  debt    . 

On  productive  public  works   . 

On  East  Indian  railway. 

Total  .... 


1 10,093.000 


101,321,000 
6,676,000 

3,097,000 


121,913.000 


08,216,000 
18,248,000 

5,450,000 


64.958.000 


First  and  last  yean 


1868-69 


31,698,000 


81,679,00l>   65,681,00(1 
4,579,000 


146,537,000 


101,968,001) 


1880-at 


71,335MI 

85,814,000 


157,149J00Q 


98,848,000 

34.766.000 

4.985,(H)0 

7,938,000 


l,736,00<f 

2,911,(HX) 

630,000 


6,277,000 


3,009.000 
420.U(M) 


4,42S,()0( 


2,069,000 

2,941,00<1 

207,00<) 


6.217,0(X) 


3.681,000 

888,000 


4, .560,000 


Net  charge  or  r^ocipts  from  pro-^        ,  .,,  ,....,         ^-,  ,^-.,,   ,  ,  ....  ..^^., 

,      ,.   "       ,,.         ',  ^         ;  '  — 1,;)41,000      —6/4,000   4- 1,1.U,0(M' 

(lur.tive  public  works  .         .        /  i       '  :       ' 


2,627,000 
3,379,000 


6,006,000 


100,033.000 
1,241.000 

684,000 


1,528,(X>0 

2,898,000 

6.30.000 


99,145 
39.65 
10. 
8.140,000 


6,056,000 


3,530,000 


4,097,000 


2,685/100 
3.411J0O0 


6.096JOOO 


2,898.000 


1,606.00(1         2G7.0O0,     2,01 1.000' 


04,OO( 


5,320,0(K' 


344,000 


4.3G4,(XK>-     5,25.3.000. 


Total   charge?   for  debt  and   pro-^ 
ductive  public  works  .         .       J 


0,000,000 


5,213,000 


4,186,000 


-1,702,00(1  +2,160.000 


6,120,000      3,003,000; 

I  ; 


N.B.  Figures  with  (  -i  )  before  them  signify  receipts  in  excess  of  charge.     Figures  with  (-) 
before  them  signify  charge  in  excess  of  receijits. 


Statemoits  Xos.  7  to  11. — The  sums  shown  as  productive 
public  works  outlay  in  these  Statements  include  the  expenditure 
on  state  railways  and  irrigation  works  only,  that  on  other  works 
not  pro])erly  coming  into  consideration  in  connection  with  the 
discuswions  contained  in  Chapters  VIL  and  VIII.  wliere  full  ex- 
I)lanations  are  given  on  all  points  of  importance. 

The    amount    excluded    consists    (»f  a   .<um  of    1,133,3G2/. 
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advanced  for  improvements  in  the  town  of  Bombay,  and  of  a 
8um  of  about  350,000^.  for  the  Madras  Harbour,  the  last  of 
which  it  has  already  been  decided  to  deal  with  as  a  loan  to  the 
Harbour  Trust. 

The  capital  outlay  on  the  Madras  Irrigation  Company's  works 
has  also  been  excluded  from  the  account.  It  amounts  to  about 
l,400,000i.  of  which  l,000,000i.  is  under  a  guarantee  of  interest 
at  5  per  cent. 

Statement  No.  8  shows  the  causes  of  the  diflferences  between 
the  entries  in  Statements  Nos.  3,  7,  and  1 0,  and  the  Parliamen- 
tary return  before  referred  to. 

Statement  No.  9  shows  the  correction  that  would  have  to 
be  made  in  the  accounts  of  years  previous  to  1879-80,  in  order 
to  show  the  entries  under  '  Loss  by  exchange  '  on  the  system 
now  adopted.  This  is  explained  in  a  note  to  Chapter  VII.,  and 
more  fully  in  Chapter  XX. 

The  entries  in  Statement  No.  10  are  all  explained  in 
Chapter  VIII. 

Statement  No.  11  is  designed  to  show  the  adjustments  of 
the  charges  for  interest  on  debt,  which  are  described  in  Chapter 
VIII.  as  being  necessary  for  a  proper  comparison  between  dif- 
ferent years. 

The  net  interest  on  ordinary  debt  has  been  reduced  by 
450,000!.  yearly,  until  1873-74  inclusive,  this  having  been  the 
sum  covered  by  the  India  stock  guarantee  fund. 

The  net  interest  on  productive  works  debt  has  been  increased 
and  that  on  ordinary  debt  has  been  reduced  by  238,000i.  yearly 
(this  being  the  interest  on  the  sum  transferred  in  1880-81  from 
ordinary  to  productive  works  debt,  on  account  of  capital  outlay 
on  irrigation  works  supplied  from  revenue),  in  all  years  except 
the  last,  in  which  the  charge  for  this  interest  appears  in  the 
published  accounts  under  productive  public  works. 
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INDEX. 


ABO 

ABOLITION    of    inland    customs 
line,  225-26 
along  the  Indus,  235 

—  of  duties  on  export  of  sugar,  230-40 

—  of  transit  duties,  217-18 
Abyssinian  war,    repayment  of  ad- 
vances for,  76 

Accounts,  changes  in  form  of,  24 

—  changes    in   treating    g^uaranteed 
railway  receipts,  114,  note 

—  home  and  Indian,  how  amalga- 
mated, 387 

—  of  productive  public  works,  96 

—  of  Madras  and  Bombay  irrigation 
works,  96 

Acts,  licence,  202,  205 

—  Indian  weights  and    measure  of 
capacity,  351 

Adnunistration  of  India,  cost  of,  40 
cost  incurred  out  of  India,  316, 

—  Home  charges   for  civil,  69,   70, 
81,84 

—  of  opium  revenue,  273 
Administrative  and  material  improve- 
ments, demand  for,  5,  7,  8 

Afghanistan,  salt  exported  to,  235 
Afghan  war,  charge  for  stores,  72 

contribution  from  England  for, 

78 
cost  paid  from  revenue,  61 

—  —  and  frontier  railways,  net  cost 
of,  47,  60, 102 

railways  due  to,  100 

Agra,  price  of  salt  at,  230 
Agricultural  classes,  position  of,  with 
regard  to  new  taxation,  195 

—  labourer,  taxes  paid  by,  20-21 
Ahmedabad,  town  duties  in,  334 
Aitcheson,  Sir  C,  on  taxation  in  Bur- 

mah,  237,  282 
Ajmir,  duty  on  opium,  270 


BEN 

Allowances  and  assig^nments    under 

treaties,  44 
Argyll,  Duke  of,  on  land  cesses,  198 

on  salt  duties,  222-23 

on  unit  of  weight,  350 

Army,  commission  of  enquiry  into,  49 

—  cost  of,  48 

—  Home  charges  for,  71-72 

commissariat,  72 

furlough  allowances,  71 

pay»  71 

retired  pay  and  pensions,  71 

stores,  72 

transport,  72 

Assam,    provincial   settlement  with, 
145 

—  source  of  salt  supply,  216 
Assessed  taxes,  20,  table,  30-31 


BABER,    Mr.,    on    Chinese  opium, 
259-60 
Bandelkhand,    need    of    protection 

from  droughty  186,  193 
Barracks,  outlay  on,  87-88 
Barsi,  town  duties  in,  334 
Beadon,  Sir  Cecil,  on  opium  adminis- 
tration, 245-47 
Behar,  irrigation  in,  180 

—  and  Orissa,  famine  in,  158 

—  value  of  railways  during  famine  in, 
174 

Bellary,    value  of    railways   during 

famine  in,  1 74 
Bengal  and   Malwa  opium  systems, 

relative  fiscal  advantages  of,  265-70 
Bengal,    amount    spent    in    famine 

relief,  198 

—  cost  of  cultivation  of  tobacco  in, 
369 

—  export  duty  on  rice,  282 
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BEN 

Bengal  famine  in  1874,  156-57 

—  Government,  administration  of 
opiam  revenue  by,  273 

—  increase  of  local  taxation  in,  142 

—  land  oess  imposed,  157 
cesses  in,  369 

revenue,  18,  197-98,  367-69 

—  Lieut.-Govemor  of,  on  value  of 
irrigation  in  Behar,  180 

—  licence  tax  in,  202 

—  Liverpool  salt  in,  236 

—  Lower,  salt  duty  in,  217-235 
succession  tax  in,  367 

—  opium,  fluctuations  of  revenue, 
243-48 

manufacture  in,  249-60 

supply    should    be    developed, 

271 
fluctuations  of  revenue,  243-48 

—  permanent  settlement,  18,  367-63 

—  poppy  cultivation,  241-42,  249-60 

—  prosperous  condition,  360 

—  provincial  rates,  31 

—  provincial  revenues  made  liable  to 
meet  charges  for  public  works 
giving  protection  from  famine,  167 

—  public  works  cess,  197,  201 

—  rate  of  salt  duty  from  1869-77,  219 

—  reductions  of  salt  duty,  226 

—  report  of  commission  on  rent  law 
in,  369-61 

—  resolution  of  the  Government  on 
decentralisation,  152-53 

—  results  of  irrigntion,  lOG 

—  results  of  new  salt  measures  on 
consumption  and  revenue,  232 

—  salt  duty  tixed  in  1886,  218 

—  source  of  salt  supply,  216 

—  success  of  decentralisation  policy, 
152-53 

—  transit  duties  abolished,  218 

—  value  of  Sone  irrijxation,  181 

—  yield  of  tobacco  in,  369 

—  zemindars,  198,  359-61 
Bills,  interest,  79 

—  Secretary  of  State's,  68,  76,  79,  84 
amount  of,  386 

relation   to   excess  exports, 

385 
Bimetallism,  399 
Bombay,  abolition  of  transit  duties, 

218 

—  accounts  of  irrigation  works,  96 

—  alienations  of  land  revenue,  44 

—  and     Baroda    railway,      linancial 
position,  128 

Secretary  of  State's  power  of 

purchase,  128-29 
--  avera^'C  consumption  of  salt,  221 


CHA 

Bombay  cotton  mills,  286 

—  Chamber  of  Commerce  on  octn^i 
duties,  333-35 

—  exempted  from  new  land  csess,  197 

—  export  duty  on  opium,  242 

—  famine  in,  156-67 

—  increase  of  local  taxation,  142 

—  irrigation  works,  107 
in  Deccan  districts,  109 

—  land  revenue,  17 

—  licence  tax  in,  202 

—  price  of  salt  before  and  after  new 
measures,  230-31 

—  provinciid  rates,  32 

—  public  spirit  in  regaixi  to  direct 
taxation,  211,  note 

—  result  of  new  measures  on  con- 
sumption of  salt  and  revenue,  232. 
233 

—  salt  duty,  217 

from  1869-77,  rate  of,  219 

duties  increased,  224-25 

—  source  of  salt  supply,  216 
Bradford,  Colonel,  on  salt  measures 

227 
Bright,   Mr.,  on  the  Government  of 

India,  163-64 
Broach,  town  duties  in,  333 
Budget  resolution  of  1878-79,  extract 

from,  166 

—  statement  for  1881-82,  192-93 
Bullion,  imports  of,  383 
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—  metallic,  381-82 
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—  customs.     Sfr  Customs  duties 

—  excise,  20 

—  <x|'<'>M.     St'f   Kxpnrt  dutiri' 


EXC 


Duties,  import.     See  Import  duties 

—  legacy  and  probate  in  England,  S6€ 
in  India,  366 
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—  salt  and  sugar,  215—40 
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—  liabilities,  financial  measures  for 
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expenditure  on,  64-65 

from  1873  to  1878,  159 
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be  exempted  from,  198 

desirability  of,  206-207 

Lord    Lawrence's    opinion    of, 
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—  free  trade  specially  important  to, 
279 

—  good  government  of,  11-12 

—  importance  of  opium  revenue  to, 
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financial     arrangements    made 

with  in  1871-72,  140 

—  position  of,  134 
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ment, 137-38 
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revenue,  272-73 
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—  local  taxation,  142 
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—  protection  against  famine,  177 
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charge  for  stores,  72 
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Mr.,  on  decentralisation,  138 
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opium  monopoly,  254 
I   public  works    construction, 

1  railway  construction,  91 

t  salt  arrangements,  221 

I  weights  and  measures,  350, 

government,   Lord,  salt    ar- 
ments,  221 

reduction    of    public   works 
diture,  141 

weights  and  measures,  351 
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>sal  to  adopt  metrical  unit  of 
3,351 
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jes  and  receipt-*,  40 

pts,  19,  table 
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expenses  of  empire,  228-29 

tribute  from,  28 

Niebuhr,  357,  note 

Nizam,  salt  supply  of  states  of  the, 

228-29,  232 
Northbrook,  Lord,  on  customs  tariff, 

275-76 

on  famine  finance,  167-59 

on  protection  against  famine, 

169 

on  salt  policy,  221 

Northern  India,  consumption  of  salt 

in,  224 

famine  in,  88 

Increased    rental    of    irrigated 

land,  110 

new  land  rate,  199  201 

possible  future  land  taxation, 

362 

reduction  of  salt  duty,  225 

sources  of  salt  supply,  216 

North- Western   provinces,  benefit  to 

landholders  under  new  settlement, 

199-200 

drought  of  1859-60,  88 

food  crops  in,  179 

irrigation  works,  179 

return  on,   106,  table, 
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land  revenue,  17 

licence  tax  imposed  1877, 157 

in,  202 

new  districts,  39 

new  rates  in  1870,  142 
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prosperity  in,  199-200 
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Bengal  rent  law,  86(MS1 
Opium,  Bengal  and  Malwa  systems, 

comparison  of,  266-70 
monopoly,  profits  from,  269,  and 

note 
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expenditure  on,  68, 249 

supply  should  be  developed,  271 

—  consumption  in  the  Punjab,  264 
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nares, 267,  note 
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267-78 
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administration  of,  27H 
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tables 
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receipts,  241 

risks  to,  253 

purposely  under-estimated,  252 

—  smoking  in  China,  253 

—  supply  to  China,  254-55 

—  trade,  position  of  Chinese  govern- 
ment with  rogsird  to  Indian,  255-57 
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regard  to  licence  tax,  195 
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in  1871-72,  140 
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famines,  182 
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—  revenues,  aggregate  surplus  over 
expenditure,  148 

applied  to  local  railways,  150 

Public  opinion  in  India  on  remission 

of  cotton  duties,  287 
Public  works,   agency  of  companies 
how  far  desirable,  412-15 

charge  for  public   works    and 

debt,  total,  101 

for,  46 

complication  of  rules  for  carry- 
ing out,  422-23 
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department,  182 

constituted,  87 

expenditure  to  1865-66,  87 

ordinary,  47,  101 

reduced,  92 
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desirable,  424 
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success  of    borrowing,    cri- 
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—  —  intervention      of     government 
necessary  in  India,  407-12 

local     management    desirable, 

415-16 
necessity   for  economical  con- 
struction, 422 
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objections  to  borrowing  refuted, 

416-20 

— —  guaranteed     companies, 

413-14 

policy  of  borrowing  successful, 
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accounts  of,  96 

capital  outlay  on,  101 
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compared  with  results,  96-98 
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increase  of  net  income,  120 

money  spent  on,  46 
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terest, 47 

net  expenditure,  46-47 
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Public   works,  productive,    policy   of 

borrowing  for,  22,  62-63 

profits  on,  122 

protective,  how  to  meet  expen- 

penditure  on,  186-93 

receipts.  Id,  table 

stores.  Home  charges,  72-73 

Punjab  and  Sindh  railway,  financial 

position  of,  128 

—  consumption  of  opium  in  the,  254 

—  land  revenue,  18 

—  licence  tax,  202 

—  new  local  rates  in  1870,  142 

—  prosperity,  199 

—  provincial  rates,  31 

—  return  on  irrigation  works,  106-107 

—  salt  duty,  217 

—  source  of  salt  supply,  216 

—  value  of  crops  raised  in  1877-78, 
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Delhi,  and  Sambhur  salt  lake,  221 
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—  communication,  price  of  salt  re- 
duced by,  230-31 
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ing  metrical  system  of  weights,  353 

—  contracts,  128,  413-15 
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128 
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financial  position,  128 
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system  of  weights,  353 
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sum  raised  for  purchase,  117 
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tier, 94 
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—  in  Sindh,  94 
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—  Oudh  and   Bohilkhund,    financial 
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tion, 128 
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Railway  traffic,  number  of  tons  moved, 

321 

—  sum  earned  per  ton,  321 

—  tax  on,  373 

—  revenue,    neceasary  pjowth    with 
increased  trade,  321-23 

—  revenues,  importance  of  retaining, 

425 

—  transport,  cost  compared  with  cart, 
104, 318-19 

—  through  native  states  of  Rajputana 
and  Central  India,  227 

—  weight  of  goods  carried  by,  105 
Railways  and  irrigation  works,  exten- 
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funds  for  extension,  how  to 

be  obtained,  404-405 
policy  of  constructing,  185 

—  borrowing  to  carry  on,  90 

—  estimate  for  outlay  on,  93 

—  first  opened,  104 

—  for  slow  goods  traffic,  175 
^  frontier,  47,  100 

—  goods  traffic  receipts,  318 

—  guaranteed,  burden  on  home 
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capital  deposited  with  Secre- 
tary of  State,  73-74 

capital    expenditure    in     last 

twenty-eight  years  on,  173 

raised  for,  313 

—  -  —  date  of  undertaking,  86 

econoraical  result  on  India,  315 

—  -  -     Home  charges,  73-74 

—  -  net  charge  for  interest,  47,  92 
number     of     miles     of     broad 

gauge,  173-74 

—  -  -    returns  on  capital,  103 

—  increase  of  gross  receipts,  103-104 
of  net  receipts,  103-104 

of   trade  due   to   extension  of, 
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—  lociil,  undertiiken  provincially,  150 

—  number  of  miles  of  broad   gauge 
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.._    _  .—  narrow  gauge  lines,  171 
constructed,  7 

—  -  of  passengers,  105 

—  returns  on  capital  in  India,  103 

—  -     -   England  and  Wales,  W,\ 
United  Kingdom,  103 

—  Stxite,  Home  charges,  70 
numl)er  of  miles,  174 

—  —   outlay  on,  91,  174 

ownership  desirable,  406-407 

-    --  returns  on  capital,  103-104 

—  strategic,  174 

—  treatment    of    receipts    in    jiuhlic 
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Railways,  value  during  famine  in  Bek^r 
and  Madras,  174 

—  value  in  prevention  of  famine,  178 

—  weight  of  goods  carried  by.  106, 
321 

Rajputana,  cost  of  railways  running 
through,  227 

—  export  duty  on  sugar  from  India, 
220 

—  leases  of  salt  sources  obtained  bj 
British  government,  225 

—  railway  between  British  territory 
and,  221 

—  results  on  price  of  new  salt  mea- 
sures, 227 

—  salt  lakes  and  springs,  216 
measures,  cost  of,  44 

—  sugar  duties,  240 
Rangoon,  early  condition  of,  6 
Rates,  amount  of  provincial,  20,  talU 

—  on  land,  357-63 

Receipts,    total    net     from    sources 

other  than  taxation,  30 
Registration  of  assurances,   revenae 

derived  in  France  from.  365 

—  tax,  amount  of,  20^  tahle 

—  taxes  on,  363-66 

Rent  law  in  Bengal,  report  of  com- 
mission on,  359-61 
Remittances,  family,  70 

—  Home  charges,  70-71 

—  miscellaneous,  71 

—  postage,  70 

Revenue   and  expenditure,  compara- 
tive statistics,  8-10 

-  changes  in  form  of  accounts,  2o-*_'6 

—  customs.     See  Customs. 

—  nece.csary    growth    from    railway? 
with  increase  of  trade,  321 

--  opium.     See  Opium. 

-  result    of     new    salt     duties   on. 
230-34 

—  yielded  by  cotton  goorls.  20:.' 
Revenues,  customs,  9 

—  forest,  28 

—  gross  annual,  13 

—  gross  total,  8 

—  income  tax,  9 
-  land,  9 

—  licence  tax,  9 

—  miscellaneous,  29-30 

—  net,  abstract  from  1869  to  1881,  37. 
tahle 

total  derived  from  taxation,  :i'» 

distinct    from    taxation,    IS 

19,  tahle 

—  opium,  29-30 
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—  how  raised,  13  ■ 

Bice,  export  duty  on,  34,  282^3 

—  monopolj  bj  ladia  and  Bormah, 
283 

Boberts,  Sir  Frederick,  member   of 

army  oommission,  49 
Bapee  paper,  amount  of  enfaced,  79 

—  aecuritiee,  79 


SALISBURY,  Lord,    cotton    dutiea 
removal  ordered  by,  277 

extract  from  despatch  on, 

297-304,  note  to  Chapter  XV, 

on  cotton  duties,  277 

on  cotton  trade,  28a-85 

on  famine  finance,  156 

Sambhor  salt,  230-231 

lake,  salt  supply  from,  221,  226 

Salt  and  sugar  duties,  215-40 
Salt,  consumption  of,  222-24,  231-34 

—  department,  administration  of,  238 
*-  duties,  aTerage  rate  over  all  India, 

235 
expediency  of  large  and  general 

redaction,  234 

financial  results  of,  231-32 

general  result  of  new  measures, 

229-30 
imported  by  sea,  duty  realised 

in  1878,  280 

—  —  increase  of  revenue  in  last  four 
years,  232 

measures  taken  by  Lord  Lytton*s 

government  to  equalise,  222-26 

measures  taken  by  Lord  Mayo's 

government  to  equalise,  221 

origin  of,  217-18 

result  of  new  measures  on  con- 
sumption and  public  revenue,  231- 
32 

—  —  result  of  new  measures  on  price, 
230-31 

system  under  which  levied,  216- 

17 

—  Liverpool,  236 

—  payment  to  Rajpntana,  44 

—  price  of  carriage  by  rail,  231 

—  revenue,  20,  ^fe,  34 

—  —  local  govemmenta*  interest  in, 
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growth  of,  9 

—  supply,  sources  of,  216 

—  tax,  370 

incidence  of,  20 

—  treaty  engagements  with  Upper 
Burma,  237 

Saltpetre,  282 
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Schools,  42 

Sdndia,  Maharajah,  on  salt  measures, 
.  226 

Secretary  of  State's  bills,  76-79 
on  construction  of  railways  with 

borrowed  capital,  91 

on  income  tax,  194 

opium,  265 

weighta  and  measures,  350, 

351 
orders  regarding  expenditure  on 

public  works,  extract  from,  191 
orders   restricting   expenditure 

on  public  works,  151 
orders  to  reduce  expenditure  on 

public  works,  186 
orders  to  under-estimate  opium 

revenue,  252 
powers  of  purchase  of  certain 

railways  abandoned,  128 
prevents  legislation    on    octroi 

duties,  332 
proposed  extension  of    licence 

tax  approved  by,  204 
thpee-and-a-half  per  c^nt.  loan , 

127 
Shipping,  amoimt  of  in  Indian  trade, 

321 
Sikhs,  consumption  of  opium  among, 

254 
Silver     bullion,     competition     with 

Secretary  of  State's  bills,  384 
price  determines  value  of  rupee 

bills,  384 

—  coinage,  381,  383-84 

—  depreciation  of,  277 

effect  on  Indian  trade,  396-97 

—  export  for  remittance  not  possible, 
385 

—  fall  in  value.  48,  95.  102 
effect  on  trade  of,  320 

—  imports  of  bullion,  383 
Sindh,  railways  in,  94 

—  result  of  irrigation,  109 

—  salt  revenue,  how  raised,  229 
Sone  irrigation.  180-81 

—  irrigation  works,  106,  108 
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